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DEPARTMENT  OF  ENERGY 
Economic  Regulatory  Administration 

10CFR  Part  211 
[Docket  No.  ERA-R-80-02] 

Amendments  to  Crude  Oil  Supplier/ 
Purchaser  Rule 

AGENCY:  Economic  Regulatory 
Administration,  Department  of  Energy. 
action:  Notice  of  Proposed  Rulemaking 
and  Public  Hearing. 

summary:  The  Economic  Regulatory 
Administration  (ERA)  of  the  Department 
of  Energy  (DOE)  is  proposing  alternative 
amendments  to  the  crude  oil  supplier/ 
purchaser  rule  (the  “rule”)  set  forth  at  10 
CFR  211.63.  The  proposed  amendments 
would  reduce  to  varying  degrees  the 
rule’s  application  to  crude  oil  sales 
transactions.  While  we  are  considering 
the  elimination  of  the  rule  entirely,  it  is 
our  tentative  conclusion  that 
continuation  of  the  rule  will  be 
necessary  to  insure  the  competitive 
viability  of  small  refiners.  Therefore,  the 
primary  proposal  would  provide  for  the 
continued  allocation  to  each  small 
refiner  of  crude  oil  in  volumes  up  to  but 
not  exceeding  those  volumes  received 
by  that  small  refiner  pursuant  to  the 
supplier/purchaser  rule  in  January  1980. 
However,  since  it  may  be  that  the 
allocation  of  price-decontrolled  crude  oil 
to  small  refiners  is  not  a  factor 
significantly  affecting  the  competitive 
viability  of  those  firms,  we  are 
proposing  alternative  amendments  to 
the  supplier/purchaser  rule  to  provide 
only  for  the  allocation  of  price- 
controlled  crude  oil  to  each  small  refiner 
in  volumes  up  to  but  not  exceeding 
those  volumes  of  price-controlled  crude 
oil  received  by  that  small  refiner 
pursuant  to  the  rule  in  January  1980.  We 
are  also  requesting  comments  on  an 
alternative  amendment  that  would 
provide  for  the  continued  allocation  of 
all  price-controlled  crude  oil  but  would 
exempt  all  price-decontrolled  oil  from 
the  scope  of  the  supplier/purchaser  rule. 

We  are  also  proposing  several 
amendments  to  the  supplier/purchaser 
termination  provisions  of  §  211.63(d).  In 
general,  these  proposals,  which  we  may 
adopt  independently  of  or  in  conjunction 
with  any  of  the  above-described 
proposals,  concern  higher  bona  fide 
offers,  “waiver”  and  advance 
termination  clauses,  and  terminations  in 
anticipation  of  sales  to  a  small  refiner. 
OATES:  Proposed  effective  dates: 
Beginning  of  supplier-notification  period: 
August  1, 1980;  Other  amendments: 
October  1, 1980;  t^omments  by  July  2, 


1980, 4:30  p.m.;  Requests  to  speak  at  a 
hearing  by  May  22, 1980,  4:30  p.m.; 
Hearing  dates:  San  Francisco  hearing, 
June  3, 1980,  9:30  a.m.;  Washington 
hearing.  May  29, 1980,  9:30  a.m. 
ADDRESSES:  All  coments  to  OfHce  of 
Public  Hearings  Management,  Economic 
Regulatory  Administrafion,  Room  2313, 
Docket  No.  ERA-R-80-02,  2000  M  Street. 
N.W.,  Washington,  D.C,  20461.  Requests 
to  speak  at  San  Francisco  hearing  to 
Department  of  Energy,  111  Pine  Street, 
3rd  Floor,  San  Francisco,  California 
94111,  Attn:  Terry  Osborne,  (415)  55&- 
4953;  Requests  to  speak  at  Washington 
hearing  to  Economic  Regulatory 
Administration,  Office  of  Public 
Hearings  Management,  Room  2313, 
Docket  No.  ERA-R-80-02,  2000  M  Street. 
N.W.,  Washington,  D.C.  20461,  Attn: 
Robert  C.  Gillette.  (202)  653-3757. 
HEARING  LOCATIONS:  San  Francisco 
hearing:  Ramada  Inn,  Fisherman’s 
Wharf,  Crocker-Hopkins  Room,  590  Bay 
Street,  San  Francisco,  CA  94133. 
Wahington  hearing:  Room  2105,  2000  M 
Street,  N.W„  Washington,  D.C. 

FOR  FURTHER  INFORMATION  CONTACT. 
Robert  C.  Gillette  (Hearing  Procedures), 
Economic  Regulatory  Administration. 
Room  2222A,  2000  M  Street.  N.W., 
Washington,  D.C.  20461,  (202)  653- 
3757 

William  L.  Webb,  (Office  of  Public 
Information),  Economic  Regulatory 
Administration,  Room  BllO,  2000  M 
Street,  N.W.,  Washington,  D.C.  20461, 
(202)  653-4055 

Mary  B.  Jones  or  Margaret  Carroll 
(Office  of  Regulations  and  Emergency 
Planning),  Economic  Regulatory 
Administration,  Room  7202,  2000  M 
Street,  N.W.,  Washington,  D.C.  20461, 
(202)  653-3254 

Croft  Grantham,  Jr.  (Office  of  Petroleum 
Operations),  Economic  Regulatory 
Administration,  Room  6114,  2000  M 
Street,  N.W.,  Washington,  D.C.  20461, 
(202)  653-3379 

William  Funk  or  Jack  Kendall  (Office  of 
General  Counsel),  Department  of 
.  Energy,  Room  6A-127, 1000 
Independence  Avenue,  S.W., 
Washington,  D.C.  20585,  (202)  252- 
6739 

SUPPLEMENTARY  INFORMATION: 

I.  History  of  the  Crude  Oil  Supplier/ 
Purchaser  Rule 

II.  Operation  of  the  Current  Provisions 
of  the  Supplier/Purchaser  Rule 

III.  Proposals 

A.  General  Principles  Underlying 
Consideration  of  the  Proposals 

B.  Description  of  Proposals 

IV.  Specific  Requests  for  Comments 

V.  Comment  Procedures 

A.  Written  Comments 

B.  Pubic  Hearing 


VI.  Procedural  Matters 

I.  History  of  the  Crude  Oil  Supplier/ 
Purchaser  Rule 

The  crude  oil  supplier/purchaser  rule 
was  adopted*in  January  1974  (39  FR 
1924,  January  15, 1974).  Its  primary 
purpose  was  to  maintain  intact  the 
national  distribution  system  for 
domestic  crude  oil,  which  was 
threatening  to  disintegrate  during  the 
last  quarter  of  1973  in  the  face  of  the 
Arab  oil  embargo.  The  second  major 
reason  for  the  supplier/purchaser  rule 
w'as  that  it  established  a  floor  upon 
which  the  crude  oil  Buy /Sell  Program 
could  be  built.  The  Buy/Sell  Program 
depended  upon  each  refiner’s  being  able 
to  estimate  its  own  crude  oil  availability 
for  a  three-month  period.  In  order  to 
make  these  estimates  meaningful,  it  was 
necessary  to  stabilize  as  much  of  the 
existing  crude  oil  flow  as  possible  so 
that  refiners  would  have  a  definite  point 
of  reference  from  which  to  measure  their 
shortage. 

The  third  principal  reason  for  the 
supplier/purchaser  rule  was  that  it 
preserved  access  by  independent  and 
small  refiners  to  price-controlled 
domestic  crude  oil.  Without  this  rule, 
many  small  and  independent  refiners 
could  have  been  supplanted  or  cut  off  by 
major  integrated  refiners.  The  rule  was 
thus  designed  to  meet  the  statutory 
objective  of  section  4(b)(1)(F)  of  the 
Emergency  Petroleum  Allocation  Act  of 
1973  (EPAA,  15  U.S.C.  §  751  et  seq.,  Pub. 
L.  93-159,  as  amended)  to  provide  for 
“equitable  distribution  of  crude  oil .  .  . 
at  equitable  prices  among  all .  .  . 
sectors  of  the  petroleum  industry, 
including  independent  refiners  (and) 
small  refiners.  .  .  .” 

The  rule  was  amended  in  February 
1976  (41  FR  7386,  February  18, 1976)  to 
conform  it  to  the  new  pricing  provisions 
of  the  Energy  Policy  and  Conservation 
Act  (EPCA,  42  U.S.C.  §  621  et  seq..  Pub. 

L.  94-163,  as  amended)  and  to  change 
the  reference  date  from  December  1, 

1973  to  January  1, 1976.  The  primary 
reaspn  for  continuation  of  the  rule  was 
that  it  remained  an  essential  means  of 
assuring  an  adequate  supply  of  crude  oil 
to  small  and  independent  refiner^. 

Although  the  rule  served  to  further  . 
this  objective,  the  ERA’S  predecessor, 
the  Federal  Energy  Administration 
(FEA),  became  concerned  over  the 
possible  anti-competitive  effects  of 
freezing  supplier/purchaser 
relationships,  particularly  those 
between  crude  oil  producers  and 
resellers.  In  an  effort  to  open  up  the 
crude  oil  distribution  chain  to 
competition,  the  FEA  adopted  certain 
amendments  to  the  rule  with  respect  to 
crude  oil  resellers. 
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The  rule  was  Hrst  amended  regarding 
resellers  in  November  1975  (40  FR  54422, 
November  24, 1975),  to  provide 
producers  and  refiners  with  the 
flexibility  to  obtain  services  normally 
performed  by  crude  oil  resellers  on  the 
most  favorable  terms  available.  Under 
that  amendment,  a  supplier/purchaser 
relationship  between  a  producer  and  a 
reseller  could  be  terminated  if  the 
rehners  who  were  receiving  the  crude 
oil  involved  consented.  This  amendment 
was  intended  to  provide  producers  and 
refiners  with  flexibility  to  select  the 
resellers  with  which  they  did  business, 
while  continuing  to  assure  small  and 
independent  refiners  that  they  would 
receive  needed  crude  oil  supplies. 

In  June  1976  (41  FR  24338,  June  16. 
1976)  the  FEA  again  amended  the  rule. 
Several  of  the  termination  provisions  of 
the  rule  were  modified  with  the 
intention  of  providing  further  flexibility 
to  more  accurately  reflect  industry 
conditions.  In  particular,  the  rule  was 
revised  to  permit  a  supplier/purchaser 
relationship  between  a  producer  and  a 
reseller  to  be  terminated  without  the 
consent  of  the  refiner  receiving  the 
crude  oil  involved,  provided  the  new 
reseller  offered  to  continue  to  supply  the 
refiner  with  such  crude  oil  at  a  price 
reflecting  no  higher  handling  and 
transportation  charges  than  those  of  the 
previous  reseller. 

In  September  1977 '(42  FR  54261, 
October  5, 1977)  the  I^A  amended  the 
rule  to  its  current  form.  In  general,  these 
amendments  were  designed  primarily  to 
allow  producers  greater  flexibility  in 
substituting  resellers.  As  a  result  of 
these  amendments,  the  substitution  of 
resellers  by  producers  can  result  in  the 
termination  of  delivery  of  crude  oil  to 
refiners  other  than  small  refiners. 
Termination  of  a  supplier/purchaser 
relationship  with  respect  to  crude  oil 
being  delivered  to  small  refiners  is  also 
permitted,  subject  to  the  same 
conditions  applicable  to  other 
terminations  and  provided  also  that  the 
small  refiner  consents  to  the 
substitution.  The  FEA  expressed  the 
view  that  the  reseller  substitution 
method  provided  in  the  amendments 
“.  .  .  is  reasonably  well  adapted  to 
accomplishing  the  goal  of  permitting 
greater  flexibility  on  the  part  of 
producers  to  select  the  resellers  with 
which  they  do  business,  while  at  the 
same  time  avoiding  undue  disruption  in 
the  crude  oil  supply  system  and 
protecting  the  crude  oil  supply  of 
refiners.”  (42  FR  at  54262). 

II.  Operation  of  the  Current  Provisions 
of  the  Supplier/Purchaser  Rule 

The  current  general  rule  under  section 
211.63  provides  that  all  supplier/ 


purchaser  relationships  in  effect  under 
contracts  for  sales,  purchases  and 
exchanges  of  domestic  crude  oil  on 
January  1, 1976  are  required  to  remain  in 
effect  for  the  duration  of  the  mandatory 
allocation  program,  except  purchases 
and  sales  made  to  comply  with  the 
DOE’S  Buy/Sell  Program  or  the  Strategic 
Petroleum  Reserves  Program,  sales  of 
federal  royalty  oil  and  first  sales  of 
crude  oil  from  the  Naval  Petroleum 
Reserves.  As  provided  in  the  current 
rule,  domestic  crude  oil  produced  and 
sold  firom  a  property  from  which 
domestic  crude  oil  was  not  being 
produced  and  sold  on  January  1. 1976 
may  be  sold  to  any  person,  but  once  that 
sale  is  made,  a  supplier/purchaser 
relationship  under  the  rule  is 
established.  The  rule  further  provides 
that  the  first  sale  of  domestic  crude  oil 
made  subsequent  to  a  valid  termination 
of  the  supplier/purchaser  relationship 
under  section  211.63(d)  is  frozen  as  if 
such  relationship  had  been  in  effect  on 
January  1, 1976. 

Under  the  current  provisions  of  the 
rule,  increased  production  (over 
December  1975  levels)  is  required  to 
flow  to  the  purchaser,  or  proportionately 
to  the  purchasers,  that  were  entitled  to 
the  balance  of  the  property’s  production. 
Conversely,  when  in  any  given  month 
production  fi'om  a  particular  property 
declines  below  December  1975  levels, 
the  rule  provides  for  a  proportionate 
volumetric  reduction  in  supply 
obligations  to  each  January  1, 1976 
purchaser  for  that  month.  Thus,  the 
supply  obligations  established  by  the 
nde  as  to  a  specified  property  in  a  given 
month  do  not  exceed  the  actual 
production  of  that  property  for  the 
month. 

In  the  event  that  the  ownership  of  or 
rights  to  the  production  of  a  property  is 
transferred  to  a  new  person,  the 
obligation  under  §  211.63  to  supply  the 
January  1, 1976  purchasers  of  that 
property’s  crude  production  attaches  to 
the  new  owner,  and  new  supplier/ 
purchaser  relationships  would  be 
established  on  that  basis.  In  the  event  of 
a  transfer  to  a  new  owner  of  a  refinery 
to  which  crude  oil  subject  to  the  rule  is 
delivered,  the  rights  to  deliveries  of  that 
crude  oil  to  the  refinery  transfer  to  the 
new  owner. 

Section  211.63(d)(1)  provides  that  a 
supplier/purchaser  relationship  may  be 
unilaterally  terminated  by  the  purchaser 
without  the  consent  of  the  supplier, 
provided  that  the  purchaser’s 
subsequent  purchasers  also  consent.  A 
supplier/purchaser  relationship  for  any 
stripper  well  production  may  be 
terminated  by  a  producer  if  the  stripper 
well  production  will  immediately  upon 


termination  be  sold  to  or  sold  for  resale 
to  a  small  refiner  (as  defined  in  §  211.62, 
i.e.,  with  a  refinery  capacity  not 
exceeding  175,000  barrels  per  day),  for 
processing  by  that  small  refiner. 

A  supplier/purchaser  relationship 
between  a  producer  and  a  reseller  may 
be  terminated  with  respect  to  any  crude 
oil  being  delivered  to  refiners  other  than 
small  refiners  if  the  new  reseller  offers 
to  continue  to  supply  there  refiners  with 
that  crude  oil  which  the  refiners  would 
otherwise  lose  as  a  result  of  the 
termination  of  the  old  reseller. 
Termination  of  a  supplier/purchaser 
relationship  with  respect  to  crude  oil 
being  delivered  to  small  refiners  is  also 
permitted  if,  in  addition  to  satisfying  the 
same  conditions  applicable  to  other 
terminations,  the  small  refiner’s  consent 
is  obtained.  Prices  charged  in  sales  by 
the  new  reseller  are  subject  to  Subpart  L 
of  Part  212  of  the  Mandatory  Petroleum 
Price  Regulations. 

Section  211.63(d)(1)  also  provides  that 
a  supplier/purchaser  relationship  may 
be  terminated  by  a  producer  as  to  any 
crude  oil,  if  the  present  purchaser 
refuses,  within  a  fifteen-day  period  after 
written  notice  fi’om  the  producer,  to 
meet  a  bona  fide  written  offer  made  by 
another  purchaser  to  purchase  such 
crude  oil  at  a  lawful  price  above  the 
price  paid  by  the  present  purchaser. 

III.  Proposals 


In  view  of  the  scheduled  expiration  of 
our  authority  to  regulate  the  allocation 
and  prices  of  crude  oil  and  refined 
petroleum  products  on  September  30, 
1981,  we  have  taken  several  steps 
providing  for  the  gradual  deregulation  of 
petroleum  prices  so  as  to  permit  the 
economy  to  adjust  to  deregulation  in  an 
orderly  fashion.  For  this  reason,  we 
have  also  undertaken  a  general 
reassessment  of  our  crude  oil  allocation 
programs  to  determine  the  extent  to 
which  the  operation  of  allocation 
controls  should  be  minimized  in 
anticipation  of  total  deregulation  on 
September  30, 1981.* 


*In  conjunction  with  its  rulemaking  proceedings 
to.  provide  for  the  phased  deregulation  of  upper  tier 
crude  oil,  the  ERA  issued  on  October  9, 1979  a 
notice  of  proposed  rulemaking  pertaining  to  the 
applicability  of  the  supplier/purchaser  rule  to 
market  level  new  crude  oil  (44  FR  59240,  October  15, 
1979],  In  the  November  12, 1979  final  rule  exempting 
market  level  new  crude  oil  from  ceiling  prices,  the 
ERA  announced  that  the  rulemaking  proceeding 
would  be  continued  in  order  to  give  further 
consideration  as  to  whether  market  level  new  crude 
oil  should  be  exempted  from  the  supplier/purchaser 
rule  (44  FR  66186,  November  19, 1979).  As  reflected 
by  the  nature  of  today’s  proposals,  we  have 
tentatively  determined  that  the  need  to  provide  for 
the  continued  allocation  of  market  level  new  crude 
Footnotes  continued  on  next  page 
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Operation  of  the  crude  oil  supplier/ 
purchaser  rule  may  have  prevented 
changes  in  the  distribution  of  domestic 
crude  oil  from  the  pattern  existing  in 
1973  which  might  have  otherwise 
occurred  in  response  to  the  significant 
reductions  in  recent  years  in  the  total 
amount  of  domestic  crude  oil  production 
and  the  large  increase  in  the  number  of 
crude  oil  resellers  and  small  refiners. 
Furthermore,  while  small  refiners’  crude 
oil  supply  requirements  generally  have 
not  changed  significantly  in  recent 
years,  the  rule  may  have  hindered 
market  changes  in  the  disposition  of 
crude  oil  supplies  in  response  to 
changing  demands  by  some  other 
refiners  for  different  types  of  crude  oil. 

It  may  be  that  most  refiners, 
particularly  the  major  integrated  and 
large  independent  refiners,  no  longer 
depend  on  the  supplier/purchaser  rule 
to  assure  adequate  supplies  of  crude  oil. 
Furthermore,  while  certain  major  and 
large  independent  refiners  may  be  less 
self-sufficient  in  domestic  crude  oil 
supplies  (in  terms  of  the  ratio  of  owned 
production  to  refining  capacity)  than 
certain  small  refiners,  major  and  large 
independent  refiners  generally  have 
access  to  many  diverse  sources  of  crude 
oil  supplies  in  both  the  foreign  and 
domestic  markets.  Thus,  large 
independent  and  major  refiners  would 
be  able  in  most  instances  to  replace 
particular  supplies  of  domestic  crude  oil 
with  crude  oil  from  either  foreign  or 
other  domestic  sources.  Small  refiners, 
on  the  other  hand,  have  more  limited 
access  than  larger  refiners  to  crude  oil 
supplies  in  the  domestic  and  foreign 
markets  and  more  limited  replacement 
capabilities.  Consequently,  small 
refiners  as  a  group  have  been  more 
vulnerable  than  the  major  and  large 
independent  refiners  to  the  worldwide 
fluctuations  in  the  supply  and 
distribution  of  crude  oil  occurring  in 
recent  years. 

In  view  of  the  above  considerations, 
we  believe  that  operation  of  the 
supplier/purchaser  rule  should  be 
restricted  prior  to  the  expiration  of  our 
allocation  authority  on  September  30, 
1981  in  order  to  impress  upon  all  refiners 
their  need  to  pursue  diligently  adequate 
supply  arrangements.  To  that  end,  we 
have  set  forth  below  several  proposals 
that  would  limit  operation  of  the  rule  in 
varying  degrees.  We  intend  to  adopt 


Footnotes  continued  from  last  page 
oil  should  be  considered  in  this  proceeding 
concerning  the  supplier/purchaser  rule  generally. 
However,  since  the  scope  of  this  proceeding  is  much 
broader,  we  have  decided  that  generally  it  would  be 
inappropriate  to  include  in  the  record  of  this 
proceeding  comments  prepared  in  the  context  of  an 
earlier  proceeding  regarding  only  market  level  new 
crude  oil,  unless  requested  to  do  so  by  the 
commenter. 


that  proposal,  or  a  modified  version 
thereof,  which  we  determine  would 
permit  greatest  relaxation  of  the  rule, 
consistent  with  the  purposes  of  the 
Emergency  Petroleum  Allocation  Act. 

B.  Description  of  Proposals 

1.  Proposal  to  restrict  applicability  of 
supplier/purchaser  rule  to  small 
refiners. 

Some  refiners  have  indicated  that  the 
supplier/purchaser  rule  is  not  a  factor 
significantly  affecting  the  competitive 
viability  of  major  and  large  independent 
refiners.  Therefore,  we  are  proposing  to 
amend  the  rule  so  as  to  release  suppliers 
from  further  supply  obligations  to  these 
firms  under  the  rule. 

Because  of  the  more  limited 
replacement  capabilities  of  small 
refiners  generally,  we  believe  it  may  be 
necessary  to  continue  the  supplier/ 
purchaser  rule  for  the  benefit  of  small 
refiners.  However,  in  view  of  the 
scheduled  expiration  of  our  allocation 
authority,  we  believe  the  rule  should 
also  be  amended  with  respect  to  small 
refiners  in  order  to  prevent  any 
increased  supply  dependence  on  the 
rule.  Accordingly,  we  are  proposing 
amendments  that  would  provide  for  the 
continued  allocation  to  each  small 
refiner  of  crude  oil  volumes  up  to  but  not 
to  exceed  those  volumes  delivered  to 
that  small  refiner  in  January  1980 
pursuant  to  the  supplier/purchaser  rule. 
As  described  below,  this  proposal 
would  provide  separately  for  the 
allocation  of  lower  tier,  upper  tier  and 
price-decontrolled  crude  oil  to  small 
refiners  to  insure  continued  access  by 
these  firms  to  domestic  crude  oil 
remaining  subject  to  the  price 
regulations.  Furthermore,  since  the 
amount  of  crude  oil  subject  to  the  lower 
and  upper  tier  ceiling  price  rules  will 
steadily  decrease  each  month,  this 
proposal  would  also  provide  for  small 
refiners  to  receive  increasingly  larger 
volumes  of  price-decontrolled  oil  so  that 
the  total  volume  of  crude  oil  to  which 
these  firms  would  be  entitled  each 
month  under  the  rule  would  be 
maintained  at  January  1980  levels. 

One  method  of  insuring  that  a  small 
refiner  would  continue  to  receive 
volumes  of  crude  oil  equal  to  those  it 
received  under  the  supplier/purchaser 
rule  in  January  1980  would  be  to  fi'eeze 
all  steps  in  the  actual  distribution  chains 
through  which  the  small  refiner  obtained 
domestic  crude  oil  supplies  in  January 
1980  pursuant  to  supplier/purchaser 
relationships.  However,  since  many 
resellers  gather  crude  oil  from  many 
different  producers  and  commingle  their 
supplies,  we  recognize  that  producers 
and  resellers  might  have  difficulty  in 
identifying  which  relationships 


ultimately  result  in  the  delivery  of 
specific  crude  oil  supplies  to  small 
refiners.  This  would  be  particularly  true 
where  there  are  two  or  more  resellers  in 
the  distribution  chain  between  the 
producer  and  the  ultimate  small  refiner 
purchaser. 

a.  Supplier-Notification  Period.  In 
order  to  minimize  administrative 
complexity,  while  nevertheless  ensuring 
a  continuous  distnbution  chain  from 
producer  to  small  refiner,  we  are 
proposing  a  60-day  supplier-notification 
period  (beginning  August  1, 1980)  during 
which  the  current  provisions  of  die  rule 
would  remain  in  effect.  During  this  60- 
day  period,  the  following  notifications 
would  be  required  to  be  made. 

First,  a  small  refiner  would  be 
required  to  certify  to  each  supplier  from 
which  it  received  domestic  crude  oil  in 
January  1980  pursuant  to  a  supplier/ 
purchaser  relationship  the  quality  and 
volumes  of  lower  tier,  upper  tier  and 
price-decontrolled  crude  oil  which  the 
supplier  supplied  to  the  small  refiner  in 
that  month.  Any  small  refiner  wishing  to 
continue  a  supplier/purchaser 
relationship  with  any  particular  January 
1980  supplier  would  be  required  to  make 
the  above  certification  to  that  supplier 
on  or  before  August  15, 1980. 

Second,  the  quality  and  volumes  of 
lower  tier,  upper  tier  and  price- 
decontrolled  crude  oil  certified  by  a 
small  refiner  to  a  reseller  would  be 
required  to  be  upwardly  certified  by  that 
reseller  (designating  reseller)  to  those 
resellers  and  producers  (designated 
suppliers)  which  supplied  domestic 
crude  oil  to  the  designating  reseller  in 
January  1980  pursuant  to  supplier/ 
purchaser  relationships.  A  designating 
reseller  required  to  make  such 
certifications  would  be  required  to  do  so 
within  5  days  after  receiving  the  small 
refiner’s  certification. 

When  upwardly  certifying,  a 
designating  reseller  would  be  permitted 
to  simply  prorate  among  its  January  1980 
suppliers  any  volume  of  crude  oil 
certified  to  that  reseller  by  a  small 
refiner.  However,  in  some  instances 
proration  would  result  in  the  creation  of 
supplier-purchaser  relationships 
involving  relatively  small  volumes  of 
crude  oil.  Therefore,  we  are  proposing 
that  a  designating  reseller  be  allowed  to 
certify  to  any  January  1980  supplier  any 
volume  of  lower  tier  crude  oil,  upper  tier 
crude  oil,  or  price-decontrolled  crude  oil 
needed  by  that  reseller  to  satisfy  its 
supply  obligations  to  small  refiners,  so 
long  as  the  volume  thus  certified  did  not 
exceed  the  volume  of  crude  oil  of  each 
particular  tier  which  the  designated 
supplier  supplied  to  the  designating 
reseller  in  January  1980.  Under  this 
proposal,  a  designating  reseller  might 
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have  the  discretion  to  completely  relieve 
some  of  its  January  1980  suppliers  from 
any  further  supply  obligations  under  the 
rule.  Conversely,  the  designating  reseller 
could  require  other  suppliers  to  continue 
to  supply  crude  oil  in  volumes  up  to 
those  they  supplied  to  the  designating 
reseller  under  the  rule  in  January  1980, 
even  if  some  or  all  of  the  crude  oil 
supplied  by  those  suppliers  in  January 
1980  was  not  in  fact  ultimately  sold  to 
small  refiners. 

Third,  any  designated  supplier  (other 
than  a  producer]  that  receives 
certification  from  a  designating  reseller 
would  be  subject  to  the  same  upward- 
certification  requirements  applying  to 
the  designating  reseller  that  is  the 
immediate  supplier  of  the  small  reHner. 

Each  certification  would  be  required 
to  provide  the  names  and  addresses  of 
all  previously  designating  resellers  and 
of  the  small  refiner  on  whose  behalf 
certiHcations  have  been  made,  as  well 
as  the  volumes  of  lower  tier  crude  oil, 
upper  tier  crude  oil,  and  price- 
decontrolled  crude  oil  the  designated 
supplier  supplied  to  the  designating 
reseller  or  small  refmer  in  January  1980 
pursuant  to  a  supplier/purchaser 
relationship.  A  designated  supplier 
would  be  required  to  give  notice  to  the 
small  refmer  named  in  any  certification 
made  to  the  designated  supplier  on 
behalf  of  that  small  refmer  by  sending  to 
the  small  refmer  a  duplicate  copy  of  the 
document  of  certification  by  certified 
mail  within  three  days  of  the  date 
certification  is  received.  In  those 
instances  where  the  designated  supplier 
is  a  producer,  the  producer  would  be 
required  to  also  give  notice  to  the  ERA 
and  all  other  designated  suppliers  in  the 
chain  by  sending  to  ERA  and  each  firm 
a  duplicate  copy  of  the  document  of 
certification  by  certified  mail  within 
three  days  of  the  date  a  certification  is 
received  by  the  producer. 

In  those  instances  where  certification 
is  being  made  to  a  producer,  the 
certification  would  also  be  required  to 
indicate  the  properties  which  produced 
the  crude  oil  supplied  by  the  producer  to 
the  designating  reseller  or  directly  to  the 
small  refiner  in  January  1980. 

If  any  designated  supplier  questions 
the  accuracy  of  any  information  set 
forth  in  any  certification  by  a 
designating  reseller  or  small  refiner,  the 
designated  supplier  could  file  an 
application  for  resolution  of  the  dispute 
with  the  ERA.  However,  a  designated 
supplier  would  be  required  to  comply 
with  any  supply  obligations  arising  from 
such  certification  until  such  time  as  the 
ERA  resolved  the  dispute. 

b.  Satisfaction  of  Producers’ 


Obligations.  Generally,  a  designating 
purchaser  (small  refiner  or  reseller] 
would  be  entitled  in  any  given  month  to 
receive  from  a  designated  producer  on 
its  own  behalf  or  on  behalf  of  a 
particular  small  refiner  volumes  of  lower 
tier  crude  oil,  upper  tier  crude  oil,  and 
price-decontrolled  crude  oil  equal  to,  but 
not  to  exceed,  those  certified  by  the 
designating  purchaser  in  accordance 
with  the  procedures  described  above.  A 
designated  producer  would  be  required 
to  satisfy  its  supply  obligations  to  its 
designating  purchasers  with  crude  oil 
produced  from  those  properties  certified 
by  the  designating  purchaser  as  the 
properties  which  produced  the  crude  oil 
supplied  by  the  designated  producer  to 
the  designating  purchaser  pursuant  to  a 
supplier/ purchaser  relationship  in 
January  1980. 

Proposed  method  of  prorating 
declining  yield  of  a  regulatory  tier. 

With  phased  deregulation,  the 
volumes  of  lower  tier  and  upper  tier 
crude  oil  produced  firom  a  property  will 
decline  even  if  total  production  from  the 
property  does  not  decline.  Because  the 
proposed  amendment  to  the  supplier/ 
purchaser  rule  would  allocate  by  tier 
(that  is,  separately  for  lower  tier,  upper 
tier,  and  price-decontrolled  crude  oil],  as 
opposed  to  the  current  rule  that 
allocates  all  the  crude  oil  fiom  a 
property  without  regard  to  its  tier  or 
price-decontrolled  status,  the  question 
arises  how  to  deal  with  the  declining 
yields  of  the  price-controlled  tiers  of 
crude  oil. 

In  order  to  maintain  small  refiners  as 
closely  as  possible  at  January  1980 
supply  levels  of  price-controlled  oil,  we 
are  proposing  that  designating 
purchasers  will  have  first  rights  to  a 
producer’s  production  of  each  tier  of 
crude  oil  (including  uncontrolled  crude 
oil]  to  the  exclusion  of  other  purchasers. 
Thus,  a  designating  purchaser  would 
always  be  entitled  to  purchase  volumes 
of  lower  and  upper  tier  crude  they 
purchased  in  January  1980  as  long  as 
such  volumes  are  available.  Moreover, 
in  any  month  that  a  property’s 
production  of  a  particular  tier  is 
inadequate  to  meet  the  volumes  certified 
(e.g.,  because  of  phased  deregulation],  a 
producer  would  be  required  to  supply  all 
crude  oil  production  of  that  controlled 
tier  produced  firom  that  property  in  that 
month  to  its  designating  purchasers. 

Where  total  production  of  a  particular 
tier  is  less  than  the  volumes  certified  for 
designated  purchasers,  the  prorata  share 
of  any  tier  of  crude  oil  to  which  a 
designating  purchaser  would  be  entitled 
with  respect  to  a  particular  property  on 
behalf  of  a  particular  small  refiner 


would  be  determined  by  multiplying  (A] 
the  volume  of  crude  oil  of  that 
regulatory  tier  produced  from  the 
property  in  that  month  by  (B]  a  fraction, 
the  numerator  of  which  would  be  the 
volume  of  crude  oil  of  that  regulatory 
tier  certified  by  the  designating 
purchaser  with  respect  to  that  property 
on  behalf  of  that  small  refiner,  and  the 
denominator  of  which  would  be  the  total 
combined  volume  of  crude  oil  of  that 
regulatory  tier  certified  by  all 
designating  purchasers  with  respect  to 
that  property  on  behalf  of  small  refiners. 

Example.  In  January  1980,  production  of 
lower  tier  crude  oil  from  the  Old  Faithful 
property  totalled  400  barrels,  of  which  100 
barrels  was  purchased  by  Mighty  Mouse  (a 
small  refiner]  and  150  barrels  was  purchased 
by  Little  Giant  (a  small  reHner].  Mighty 
Mouse  and  Little  Giant  properly  certify  their 
January  1980  purchases  of  Old  Faithful  crude 
oil.  The  remaining  lower  tier  production  from 
Old  Faithful  in  January  1980  (150  barrels]  was 
purchased  by  Minor  Major  (a  large, 
independent  refiner),  which  would  no  longer 
be  a  protected  purchaser  under  the  supplier/ 
purchaser  rule. 

In  October  1980,  Old  Faithful’s  overall 
production  of  crude  oil  is  equal  to  its  January 
1980  production.  However,  as  the  result  of 
phased  deregulation,  only  280  barrels  of  Old 
Faithful’s  production  in  October  1980  is  lower 
tier  crude  oil.  Of  this  amount  100  barrels  is 
obligated  to  Mighty  Mouse,  and  150  barrels  is 
obligated  to  Little  Giant.  The  remaining  30 
barrels  may  be  sold  by  Old  Faithful  to 
anyone.  By  April  1981,  however.  Old 
Faithful's  lower  tier  production  has  been 
reduced  to  210  barrels.  Using  the  above 
formula,  in  April  1981  Mighty  Mouse  would 
be  entitled  to  receive  84  barrels  of  Old 
Faithful's  lower  tier  crude  oil  production 

'  100 
(210  barrels  x - =84  barrels). 

250 

Little  Giant  would  be  entitled  to  receive  126 
barrels  of  Old  Faithful's  lower  tier  crude  oil 
production 

ISO 

(210  barrels  x - =126  barrels). 

250 

The  amount  of  lower  tier  obligated  to  Mighty 
Mouse  and  Little  Giant  now  constitutes  all  of 
the  lower  tier  production,  and  consequently 
no  other  purchaser  will  be  able  to  acquire  the 
lower  tier  from  Old  Faithful. 

Proposed  Alternative  Method  of 
Prorating  Declining  Yield  of  a 
Regulatory  Tier 

Under  the  above  method  of  proration, 
designating  purchasers  acting  on  behalf 
of  small  refiners  might  in  some  months 
receive  all  or  most  of  the  crude  oil 
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certified  with  respect  to  a  particular 
property,  while  other  purchasers —  * 

particularly  other  purchasers 
historically  reliant  on  production  from 
that  property — ^might  be  foreclosed  from 
receiving  any  supplies  produced  from 
that  property,  even  though  the  producer 
would  be  willing  to  supply  those  other 
purchasers.  Since  we  believe  such  a 
degree  of  supply  protection  for  small 
refiners  may  not  be  necessary,  we  are 
proposing  the  following  alternative 
method  of  proration  which  would 
provide,  in  those  instances  where  a 
property’s  yield  of  a  particular 
regulatory  tier  is  declining,  for  a 
designating  purchaser  to  receive  only 
that  percentage  of  the  property’s  current 
production  of  crude  oil  of  that  regulatory 
tier  which  equals  the  percentage  of  that 
property’s  production  of  that  regulatory 
tier  in  January  1980  which  was 
purchased  by  that  designating 
purchaser.  Under  this  proposed 
alternative  method  of  proration,  the 
prorata  share  of  any  regulatory  tier  of 
crude  oil  to  which  a  designating 
purchaser  would  be  entitled  with 
respect  to  a  particular  property  on 
behalf  of  a  particular  small  refrner 
would  be  determined  by  multiplying  (A) 
the  volume  of  crude  oil  of  that  particular 
tier  produced  from  the  property  in  that 
month  by  (B]  a  fraction,  the  numerator 
of  which  would  be  the  volume  of  crude 
oil  of  that  particular  tier  certified  by  the 
designating  purchaser  with  respect  to 
that  property  on  behalf  of  that  small 
refiner,  and  the  denominator  of  which 
would  be  the  total  volume  of  crude  oil  of 
that  tier  produced  from  that  property 
and  sold  in  January  1980. 

Example.  Applying  the  same  production 
and  sales  volumes  for  Old  Faithful  in  the 
previous  example,  but  utilizing  the  proposed 
alternative  method  of  proration,  in  October 
1980  Mighty  Mouse  would  be  entitled  to 
receive  70  barrels  of  lower  tier  crude  oil 
100 

(280  barrels  x - =70  barrels). 

400 

Little  Giant  would  be  entitled  to  receive  105 
barrels  of  lower  tier  crude  oil 
ISO 

(280  barrels  x - =105  barrels). 

400 

In  April  1981,  Mighty  Mouse  would  be 
entitled  to  receive  52.5  barrels  of  lower  tier 
oil 

100 

(210  barrels  x - =52.5  barrels). 

400 

Little  Giant  would  be  entitled  to  78.75  barrels 
150 

(210  barrels  x - =70.75  barrels). 


Since  neither  Mighty  Mouse  nor  Little  Giant 
would  be  entitled  under  the  supplier/ 
purchaser  rule  to  receive  a  percentage  of  Old 
Faithful’s  current  lower  tier  crude  oil 
production  greater  than  what  it  purchased  in 
January  1980  (25  percent  and  37.5  percent 
respectively).  Old  Faithful's  producer  would 
always  have  62.5  percent  of  its  lower  tier 
production  available  for  sale  to  whomever  it 
wished. 

Proposed  Method  of  Prorating 
Increasing  Yield  of  Price-Decontrolled 
Crude  Oil 

As  illustrated  in  the  above  examples, 
phased  deregulation  generally  will 
ensure  that  in  some  months  the  volume 
of  lower  tier  crude  oil  or  upper  tier  crude 
oil  produced  from  a  property  will  be  less 
than  the  volume  of  crude  oil  of  that  tier 
certified  by  designating  purchasers  with 
respect  to  that  property.  However,  such 
decreases  in  a  property’s  lower  tier  and 
upper  tier  volumes  will  generally  be 
accounted  for  as  increases  in  that 
property’s  yield  of  price-decontrolled 
crude  o'il.  'Hierefore,  in  any  month  that  a 
producer  finds  it  necessary  to  prorate 
lower  tier  or  upper  tier  crude  oil 
production  from  a  property  among  its 
designating  purchasers,  that  producer 
will  probably  have  available  price- 
decontrolled  volumes  in  excess  of  the 
volume  of  price-decontrolled  crude  oil 
certified  with  respect  to  that  property. 
We  are  proposing  that  a  producer  be 
required  to  prorate  any  such  excess 
volumes  of  price-decontrolled  crude  oil 
among  its  designating  purchasers,  so 
long  as  the  total  volume  of  crude  oil  of 
all  tiers  (including  uncontrolled  oil]  so 
allocated  to  any  designating  purchaser 
does  not  exceed  the  total  volume 
certified  by  the  purchaser  for  all  tiers 
from  that  property.  We  are  requesting 
comments  as  to  whether  the  rule  shodd 
further  provide  that  in  no  event  would  a 
designating  purchaser  be  entitled  by 
reason  of  ^e  rule  to  receive  in  any 
month  a  percentage  of  the  price- 
decontrolled  crude  oil  produced  from  a 
property  in  that  month  which  exceeded 
that  percentage  of  the  property’s 
production  of  price-decontrolled  crude 
oil  in  January  1980  which  was  purchased 
by  that  designating  purchaser. 

Example.  Mighty  Mouse  purchased  25 
percent  of  Old  Faithful’s  lower  tier 
production  in  January  1980  (100  barrels). 

'  Mighty  Mouse  purchased  Vs  (4  barrels]  of  Old 
Faithful’s  price-decontrolled  crude  oil  in 
January  1980.  Little  Giant  purchased  37.5 
percent  of  Old  Faithful’s  lower  tier 
production  in  January  1980.  Little  Giant 
purchased  (6  barrels)  of  Old  Faithful’s 
price-decontrolled  production  in  January 
1980.  The  remaining  decontrolled  production 
in  January  1980.  *1110  remaining  decontrolled 
production  (2  barrels)  was  sold  to  Minor 
Major.  Under  the  first  proposed  alternative 
above,  in  April  1981  Mighty  Mouse’s  prorata 


of  Old  Faithful’s  lower  tier  production  equals 
only  84  barrels;  Little  Giant  receives  only  126 
barrels  of  lower  tier  crude  oil.  Accordingly,  in 
April  1981  Mighty  Mouse  and  Little  Giant 
would  be  eligible  to  receive  an  additional  16 
barrels  and  24  barrels  of  Old  Faithful’s  price- 
decontrolled  crude  oil,  respectively,  over  the 
4  barrels  and  6  barrels  they  are  otherwise 
entitled  to,  for  a  total  of  20  barrels  and  30 
barrels,  respectively. 

If  Old  Faithful’s  volume  of  price- 
decontrolled  crude  oil  has  increased 
from  12  barrels  in  January  1980  to  50 
barrels  in  April  1981,  Mighty  Mouse  and 
Little  Giant  will  be  entitled  to  all  the 
price-decontrolled  production.  If  Old 
Faithful’s  production  of  price-  * 
decontrolled  crude  oil  has  only 
increased  to  40  barrels  by  April  1981, 
however,  there  are  insufficient  volumes 
of  price-decontrolled  crude  oil  to  make 
up  all  of  Mighty  Mouse  and  Little 
Giant’s  lower  tier  requirements.  Old 
Faithful’s  price-decontrolled  volumes 
must  be  prorated.  Under  the  primary 
proposal,  Mighty  Mouse  and  Little  Giant 
would  first  receive  their  initial  4  barrels 
and  6  barrels  entitlements.  The 
remaining  30  barrels  of  price- 
decontrolled  crude  oil  would  then  be 
prorated,  so  that  Mighty  Mouse  would 
receive  an  additional  12  barrels  of  price- 
decontrolled  crude  oil  (4/10  x  30 
barrels],  and  Little  Giant  would  receive 
an  additional  18  barrels  of  price- 
decontrolled  crude  oil  (6/10  x  30 
barrels).  If  Mighty  Mouse  and  Little 
Giant  were  limited  to  those  percentages 
of  Old  Faithful’s  price-decontrolled 
production  in  January  1980  was  * 
purchased  by  them,  in  April  1981  Mighty 
Mouse  would  receive  only  14  barrels  of 
price-decontrolled  (uiide  oil  [4  barrels  + 
(4/12  X  40  barrels)].  Little  Giant  would 
receive  21  barrels,  and  Old  Faithful 
would  retain  5  barrels  BBs  to  sell  to 
whom  it  pleased. 

c.  Satisfaction  of  Resellers’ 
Obligations.  Generally,  a  designating 
purchaser  (small  refiner  or  other 
reseller)  would  be  entitled  in  any  given 
month  to  receive  from  a  designated 
reseller  on  its  own  behalf  or  on  behalf  of 
a  small  refiner  volumes  of  lower  tier 
crude  oil,  upper  tier  crude  oil,  and  price- 
decontrolled  crude  oil  equal  to,  but  not 
to  exceed,  those  certified  by  that 
designating  purchaser  to  that  designated 
reseller.  In  any  month  that  the  volume  of 
lower  tier  crude  oil,  upper  tier  crude  oil 
or  price-decontrolled  crude  oil  received 
by  a  reseller  under  the  rule  is  less  than 
the  total  volume  of  crude  oil  of  the 
particular  tier  certified  to  that  reseller 
by  its  designating  purchasers,  the 
reseller  would  be  required  to  prorate 
among  its  designating  purchasers  the 
crude  oil  of  that  tier  received  by  the 
reseller  in  that  month  under  the  rule. 
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The  prorata  share  of  any  tier  of  crude  oil 
to  which  a  designating  purchaser  would 
be  entitled  with  respect  to  a  particular 
reseller/supplier  would  be  determined 
by  multiplying  (A)  the  volume  of  crude 
oil  of  that  particular  tier  received  by  the 
designated  reseller  from  its  designated 
suppliers  in  that  month  by  (B)  a  fraction, 
the  numerator  of  which  would  be  the 
volume  of  crude  oil  of  that  tier  certified 
to  the  designated  reseller  by  the 
designating  purchaser  on  behalf  of  that 
small  refiner,  and  the  denominator  of 
which  would  be  the  total  combined 
volume  of  crude  oil  of  that  tier  certified 
to  the  reseller  by  its  designating 
purchasers  on  behalf  of  small  refiners. 

In  some  months,  a  reseller  might 
receive  from  a  supplier  an  additional 
volume  of  price-decontrolled  crude  oil  in 
order  to  compensate  for  any  volumes  of 
price-controlled  crude  oil  to  which  the 
reseller  would  be  entitled  under  the  rule 
but  which  the  supplier  would  be  unable 
to  supply.  In  such  event,  the  reseller 
would  be  required  to  prorate  the  excess 
volume  of  price-decontrolled  crude  oil 
among  its  designating  purchasers  so  as 
to  minimize  any  shortfalls  in  the 
volumes  of  price-controlled  crude  oil 
certified  by  those  purchasers. 

2.  First  alternative  proposal.  It  may  be 
that  the  supplier/purchaser  rule  benefits 
small  refiners  by  ensuring  these  firms 
continued  access  to  price-controlled 
volumes  of  crude  oil  but  that  the 
allocation  of  price-decontrolled  crude  oil 
to  these  firms  is  not  a  factor 
significantly  promoting  their  competitive 
viability.  In  the  event  we  reach  such  a 
determination  during  this  proceeding, 
we  propose  to  amend  the  supplier/ 
purchaser  rule  to  provide  only  for  the 
allocation  of  lower  tier  crude  oil  and 
upper  tier  crude  oil  supplies  to  small 
refiners,  essentially  as  described  in  the 
primary  proposal  set  forth  above.  Such 
action  would  promote  our  objective  of 
easing  the  transition  to  a  totally 
deregulated  marketplace,  since  the 
volume  of  price-controlled  crude  oil  will 
decrease  each  month  as  phased 
deregulation  progresses  and  the 
operation  of  the  supplier/purchaser  rule 
would  thereby  diminish  as  well. 

3.  Second  alternative  proposal.  The 
previous  proposals  have  both  provided 
for  the  elimination  of  the  supplier/ 
purchaser  rule  with  respect  to  lower  and 
upper  tier  crude  oil,  except  where  the 
ultimate  purchaser  is  a  small  refiner.  It 
is  not  altogether  clear,  however,  how  the 
market  will  allocate  lower  and  upper 
tier  crude  oil  in  the  absence  of  the 
supplier/purchaser  rule,  where  price 
cannot  be  the  allocating  factor  because 
of  price  controls.  It  may  be  that 
equitable  distribution  of  lower  tier  and 


upper  tier  crude  oil  cannot  be  effectively 
achieved  absent  a  regulatory  allocation 
scheme.  Furthermore,  it  is  not  entirely 
clear  how  eliminating  the  supplier/ 
purchaser  rule  with  respect  to  upper  tier 
and  lower  tier  crude  oil  will  benefit  the 
market  or  the  industry.  Finally,  there  is 
some  fear  that  eliminating  supplier/ 
purchaser  relationships  with  respect  to 
price-controlled  crude  oil  and  leaving 
such  crude  oil  to  be  allocated  by  the 
market  would  constitute  an 
overwhelming  incentive  if  not  actual 
need  to  violate  the  price  rules. 

In  light  of  the  above  uncertainties, 
with  respect  to  which  we  request 
comments,  we  are  proposing  a  second 
alternative  proposal  which  would  retain 
the  existing  supplier/purchaser  rule  for 
lower  tier  and  upper  tier  crude  oil  but 
would  exempt  price-decontrolled  crude 
oil  fi-om  the  scope  of  the  rule  altogether. 
In  the  event  we  decide  to  adopt  this 
alternative  proposal,  implementation  of 
the  supplier-notification  period  and 
upstream  notification  provisions 
discussed  above  would  be  unnecessary 
to  ensure  that  crude  oil  distribution 
chains  would  not  be  interrupted.  Rather, 
implementation  of  this  alternative 
proposal  could  be  accomplished  by 
limiting  the  scope  of  §  211.63  to  lower 
tier  crude  oil  and  upper  tier  crude  oil. 
This  proposal  to  continue  supplier/ 
purchaser  relationships  with  respect  to 
price-controlled  crude  oil  thus  would 
entail  less  administrative  burden  while 
preserving  the  equitable  distribution 
function  of  the  supplier/purchaser  rule. 
Moreover,  since  the  volume  of  lower  tier 
and  upper  tier  crude  oil  is  steadily 
diminishing  as  part  of  the  gradual 
deregulation  of  crude  oil  prices,  we 
believe  this  alternative  proposal  would 
also  promote  our  objective  to  phase  out 
the  supplier /purchaser  rule’s  operation, 
because  the  rule  would  affect  only  this 
steadily  diminishing  amount.  In  this 
regard,  this  alternative  could  utilize  the 
declining  yield  proration  system 
described  in  the  primary  proposal,  or  it 
could  leave  the  treatment  of  declining 
yields  to  the  proration  system  already  in 
th9  existing  supplier/purchaser  rule. 

4.  Third  alternative  proposal.  While  it 
is  our  tentative  determination  that  it  will 
be  necessary  to  continue  the  supplier/ 
purchaser  rule  at  least  for  the  benefit  of 
small  refiners,  we  are  requesting 
comments  to  aid  us  in  reaching  a  final 
determination  as  to  whether 
continuation  of  the  rule  is  necessary  to 
insure  the  competitive  viability  of  this 
segment  of  the  refining  industry  through 
September  1981.  In  the  event  we 
conclude  after  considering  the 
comments  submitted  in  the  course  of 
this  proceeding  that  small  refiners 


generally  would  not  be  adversely 
affected  by  removal  of  the  rule’s 
protection,  we  propose  to  eliminate 
§  211.63  entirely. 

5.  Sales  by  small  refiners.  In  view  of 
the  more  limited  ability  of  small  refiners 
to  secure  replacement  supplies  of  crude 
oil  relative  to  that  of  larger  refiners,  we 
are  also  proposing  to  adopt  an 
amendment  that  would  provide  that  the 
supplier/purchaser  rule  would  no  longer 
require  a  small  refiner  to  supply  to 
another  firm  any  crude  oil  previously 
required  by  the  rule  to  be  supplied  by 
the  small  refiner  to  the  other  firm.  This 
proposal  could  be  implemented  by 
amending  either  the  current  provisions 
of  §  211.63  or  in  conjunction  with  any  of 
the  other  proposals  set  forth  in  this 
notice,  especially  the  second  alternative 
proposal. 

6.  Proposed  amendments  to 
termination  provisions. — a.  Bona  Fide 
Offer.  While  we  have  tentatively 
determined  that  it  will  be  necessary  to 
continue  the  supplier/purchaser  rule  at 
least  to  a  limited  degree  in  order  to 
protect  the  competitive  viability  of  small 
refiners,  we  would  nevertheless 
continue  to  permit  termination  by  a 
producer  of  any  relationship  in  which 
the  purchaser  fails  to  meet  a  permissible 
higher  bona  fide  offer.  However,  in  this 
regard,  we  are  proposing  to  amend 

§  211.63(d)(l)(iii)  to  provide  that  a 
producer  may  not  rely  upon  a  higher 
offer  as  a  bona  fide  offer  for  termination 
purposes,  unless  the  higher  offer  extends 
to  crude  oil  with  respect  to  which  the 
bona  fide  offer  is  made  for  a  minimum 
period  of  ninety  days.  Furthermore,  the 
higher  offer  will  not  be  considered  bona 
fide  for  termination  purposes  unless  the 
supplier’s  current  purchaser  is  provided 
with  both  the  name  of  the  offeror  and 
the  terms  of  the  offer  in  writing  and  has 
been  allowed  fifteen  days  to  meet  the 
higher  offer. 

b.  Waiver  and  Advance  Termination 
Clauses.  In  Interpretation  1979-18, 
Arizona  Fuels  Corporation,  (44  FR  60266, 
August  19, 1979],  the  DOE  determined 
that  current  regulations  allow  consent  to 
terminate  a  supplier/purchaser 
relationship  to  be  given  in  advance  only 
if  a  specific  termination  date  is 
stipulated  and  the  other  requirements  of 
section  211.63  (d)(l](iii)  are  met.  The 
DOE  has  also  determined  that  in 
particular,  limited  circumstances  a 
supplier  may  validly  terminate  a 
supplier/purchaser  relationship  in 
reliance  on  a  purchaser’s  prior  written, 
express  and  Imowing  waiver  of  its  rights 
under  §  211.63  if  recognition  of  such 
waiver  will  not  thwart  the  legislative 
policy  which  the  supplier/purchaser  rule 
was  designed  to  effectuate. 
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(Interpretation  1977-7,  State  of  Alaska, 
42  FR  31143,  June  20, 1977).  However,  in 
view  of  recent  supply  conditions  and  the 
progressing  deregulation  of  crude  oil 
prices,  we  believe  that  in  some 
instances  purchasers  have  been  able  to 
secure  supplies  only  by  complying  with 
the  supplier’s  demand  that  the  purchaser 
give  advance  consent  to  termination  or 
"waive”  any  rights  under  §  211.63. 

In  view  of  the  above  considerations, 
we  are  proposing  to  amend  §  211.63(d) 
to  provide  that  advance  termination  and 
“waiver”  clauses  in  contracts  entered 
into  after  such  time  as  this  proposal  may 
be  finalized  will  be  of  no  effect  and 
therefore  provide  no  basis  for 
termination  of  a  supplier/purchaser 
relationship  by  the  supplier.  However,  in 
view  of  the  rapid  progression  of  phased 
deregulation  and  the  consequent 
increases  in  the  volumes  of  crude  oil 
reaching  price-deregulated  status,  the 
higher  bona  fide  offer  termination 
provisions  could  have  the  result  that  any 
action  on  our  part  to  abrogate  advance 
termination  and  "waiver”  clauses  might 
not  provide  any  significant  benefit  to 
purchasers.  Therefore,  in  the  interest  of 
simplifying  the  regulations  and  removing 
regulatory  constraints,  we  are  also 
proposing  in  the  alternative  to  remove 
any  restrictions  concerning  the 
utilization  of  advance  termination  and 
"waiver”  clauses. 

c.  Higher  Bona  Fide  Offer  by  Small 
Refiner.  In  the  event  we  adopt  today's 
primary  proposal  or  first  alternative 
proposal  so  as  to  limit  operation  of  the 
rule  to  benefit  only  small  refiners,  we 
are  proposing  to  retain  those  provisions 
permitting  termination  of  a  supplier/ 
purchaser  relationship  if  the  supplier 
receives  a  higher  bona  fide  offer  from 
another  prospective  purchaser. 

However,  we  are  also  proposing  an 
alternative  amendment  to  those 
provisions  relating  to  higher  bona  fide 
offers  to  provide  diat  any  supplier  which 
is  in  a  small  refiner’s  distribution  chain 
would  be  permitted  to  terminate  a 
supplier/purchaser  relationship  with 
respect  to  any  volume  of  price- 
controlled  crude  oil  in  reliance  on  a 
higher  bona  fide  offer  only  if  the  higher 
offer  was  made  by  another  small  refiner 
and  the  suppler’s  present  small  refiner 
purchaser  fails  to  meet  the  higher  offer. 

d.  Elimination  of  Unnecessary 
Transactions.  We  believe  that  the 
greatest  economic  efficiency  and  benefit 
to  refiners  occurs  in  those  instances 
where  the  distribution  chain  includes 
only  those  transactions  necessary  to 
insure  delivery  of  crude  oil  to  the 
refiner.  Therefore,  we  are  also  proposing 
that  any  final  rule  issued  in  this 
proceeding  provide  that  any  supplier 


and  purchaser  involved  in  any  refiner’s 
crude  oil  distribution  chain  may 
eliminate  any  intermediate  suppliers 
and  purchasers  so  long  as  such  action 
would  not  result  in  the  diversion  of 
crude  oil  supplies  required  by  the  rule  to 
be  delivered  to  that  refiner.  We  are 
further  proposing  that  a  refiner  be 
permitted  to  substitute  a  new  reseller  for 
any  reseller  currently  supplying  the 
refiner,  without  the  consent  of  the 
producer  or  other  supplier  which 
supplies  the  refiner’s  current  reseller,  if 
the  new  reseller  offers  to  purchase  crude 
oil  from  the  current  reseller’s  supplier  on 
the  same  terms  as  the  current  reseller. 

e.  Terminations  in  Anticipation  of 
Sales  to  Small  Refiner.  Section 
211.63(d)(l](ii)  currently  provides  that  a 
supplier/purchaser  relationship  may  be 
terminated  by  a  producer  with  respect 
to  stripper  crude  oil,  provided  that  after 
termination  such  crude  oil  will  be  sold 
or  sold  for  resale  to  a  small  refiner 
which  will  process  the  stripper  crude  oil. 
Some  small  refiners  have  indicated  that 
this  provision  generally  is  too  restrictive 
to  be  of  significant  benefit  to  small 
refiners.  We  are  requesting  both 
comments  as  to  the  utility  of  this 
provision  in  its  present  form  and 
suggestions  as  to  how  the  provision 
might  be  appropriately  modified.  We 
specifically  request  comments  as  to 
whether  the  provision  should  be 
expanded  to  cover  any  category  of 
price-decontrolled  oil,  as  well  as  to 
whether  the  requirement  that  a  small 
refiner  process  the  crude  oil  should  be 
continued.  After  reviewing  the 
comments,  we  may  eliminate  this 
provision  entirely  or  modify  the 
provision  to  cover  all  categories  of 
price-decontrolled  crude  oil  and/or 
permit  a  small  refiner  to  exchange  or 
sell  crude  oil  received  pursuant  to  this 
provision, 

IV.  Specific  Requests  for  Comments 

Comments  are  requested  on  all 
aspects  of  the  proposals  set  forth  in  this 
notice,  as  well  as  the  tentative 
conclusions  upon  which  they  are  based. 
Generally,  you  are  encouraged  to 
provide  your  own  analysis  of  any 
regulatory  problems  which  could 
develop  if  any  of  the  proposals  are 
adopted  and  to  recommend  other 
modifications  to  the  supplier/purchaser 
rule  that  you  believe  would  be 
appropriate.  In  addition,  we  would  like 
to  receive  comments  and  views  on  the 
issues  set  forth  below.  You  are 
requested  to  support  your  views  with 
appropriate  data. 

1.  The  primary  proposal  would 
establish  supplier/purchaser 
relationships  for  the  benefit  of  small 
refiners  with  reference  to  crude  oil 


transactions  occurring  in  the  month 
January  1980.  If  you  believe  some  other 
month  or  other  time  period  should  be 
utilized  as  the  reference  period,  please 
indicate  that  time  period  and  your 
reasons  for  preferring  that  time  period. 

2.  To  what  extent  are  refiners 
dependent  upon  the  supplier/purchaser 
rule  to  protect  a  significant  volume  of 
their  crude  oil  supplies?  If  refiners 
believe  that  elimination  of  the  rule 
would  have  an  adverse  effect  on  their 
crude  oil  supplies,  they  should  submit 
data  showing  the  portion  of  their  crude 
oil  runs  to  stills  for  January  1979  and 
March  1979  (specifying  the  source  and 
grade  and  quality  of  the  crude  oil)  that  is 
protected  by  the  rule  and  the  volume 
which  they  believe  would  be  terminated 
if  the  rule  is  eliminated.  Refiners  should 
identify  all  alternative  supply  sources 
that  are  available  to  them  and  explain 
why  they  believe  they  would  have 
difficulty  in  replacing  any  lost  domestic 
crude  oil. 

3.  In  what  respects  would  elimination 
or  substantial  reduction  of  the  scope  of 
the  supplier/purchaser  rule  as 
contemplated  by  today’s  proposals 
result  in  more  efficient  distribution  and 
use  of  domestic  crude  oil? 

4.  The  argument  is  frequently  made 
that  many  refiners,  particularly  small 
refiners,  favor  the  retention  of  the  rule 
primarily  because  it  guarantees  them 
crude  oil  supplies  at  favorable  prices 
rather  than  for  supply  security  reasons. 
We  are  interested  in  receiving  your 
comments  on  this  view. 

5.  Information  available  to  us 
indicates  that  a  significant  number  of 
supply  relationships  have  been 
terminated,  although  we  have  received 
relatively  few  notices  regarding  such 
terminations  or  complaints  about 
improper  terminations.  We  welcome 
comments  concerning  supplier/ 
purchaser  volumes  that  were  terminated 
during  the  last  year.  We  also  invite  your 
general  views  as  to  the  extent  of 
compliance  with  the  rule  and  whether 
general  noncompliance  should  indicate 
that  the  rule  has  outlived  its  usefulness. 

6.  To  what  extent  might  elimination  of 
the  supplier/purchaser  rule  result  in 
extensive  reseller  substitutions  and  the 
introduction  of  new  firms  in  existing 
distribution  chains?  Are  such  changes 
likely  to  result  in  increased  crude  oil 
costs?  If  so,  to  what  extent  would  such 
increased  costs  be  offset  by  any 
increased  efficiency  in  the  distribution 
of  domestic  crude  oil  supplies  which 
might  occur  as  a  result  of  the  elimination 
of  the  rule? 

7.  If  the  primary  proposal  is  adopted 
so  that  price-controlled  crude  oil  is  no 
longer  subject  to  the  supplier/purchaser 
rule  (except  with  respect  to  distribution 
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to  small  refiners),  how  will  the  market 
allocate  this  crude  oil  that  was 
previously  allocated  to  large,  . 
independent  and  major  refiners?  Is  it 
feasible  to  eliminate  allocation  of  a 
price-controlled  commodity?  What 
benefit,  if  any,  would  accrue  as  the 
result  of  the  removal  of  this  price- 
controlled  crude  oil  from  the  scope  of 
the  supplier/purchaser  rule? 

V.  Written  Comment  and  Public  Hearing 
Procedures 

A.  Written  Comments 

You  are  invited  to  participate  in  this 
proceeding  by  submitting  data,  views  or 
arguments  with  respect  to  the  proposals 
set  forth  in  this  notice  of  proposed 
rulemaking.  Comments  should  be 
submitted  by  4:30  p.m.,  July  2, 1980  to  the 
address  indicated  in  the  "Addresses" 
section  of  this  notice  and  should  be 
identified  on  the  outside  envelope  and 
on  the  document  with  the  docket 
number  and  the  designation: 
“Amendments  to  the  Crude  Oil 
Supplier/Purchaser  Rule".  Fifteen  copies 
should  be  submitted.  All  comments 
received  will  be  available  for  public 
inspection  in  the  DOE  Reading  Room. 
GA-152,  Forrestal  Building,  1000 
Independence  Avenue,  S.W..  between 
the  hours  of  8:00  a.m.  and  4:30  p.m., 
Monday  through  Friday. 

Any  information  or  data  submitted 
which  you  consider  to  be  confidential 
must  be  so  identified  and  submitted  in 
writing,  one  copy  only.  We  reserve  the 
right  to  determine  the  confidential  status 
of  such  information  or  data  and  to  treat 
it  according  to  our  determination. 

B.  Public  Hearings 

1.  Procedure  for  Request  to  Make  Oral 
Presentation,  liie  times  and  places  for 
the  hearings  are  indicated  in  the  “Dates" 
and  “Addresses"  sections  of  this 
preamble.  If  necessary  to  present  all 
testimony,  a  hearing  will  be  continued  to 
9:30  a.m.  of  the  next  business  day 
following  the  first  day  of  the  hearing. 

If  you  have  any  interest  in  the 
proposals  in  this  notice,  or  represent  a 
group  or  class  of  persons  that  has  an 
interest,  you  may  make  a  written 
request  for  an  opportunity  to  make  oral 
presentation  at  a  hearing  by  4:30  p.m.. 
May  22, 1980.  You  should  be  prepared  to 
describe  the  interest  concerned;  if 
appropriate,  to  state  why  you  are  a 
proper  representative  of  a  group  or  class 
of  persons  that  has  such  an  interest;  and 
to  give  a  concise  summary  of  the 
proposed  oral  presentation.  You  should 
also  provide  a  phone  number  where  you 
may  be  contacted  through  the  day 
before  the  hearing. 


If  you  are  selected  to  be  heard,  you 
will  be  so  notified  before  4:30  p.m..  May 
27, 1980.  Any  person  making  an  oral 
presentation  at  the  Washington,  D.C. 
hearing  will  be  required  to  bring  one 
hundred  copies  of  his  statement  to  the 
address  indicated  in  the  “Addresses" 
section  of  this  preamble  for  requests  to 
speak  at  the  Washington  hearing  before 
4:30  p.m..  May  28, 1980.  Any  person 
making  an  oral  presentation  at  the  San 
Francisco  hearing  will  be  required  to 
bring  one  hundred  copies  of  his 
statement  to  the  address  indicated  in  the 
“Addresses"  section  of  this  preamble  for 
requests  to  speak  at  the  San  Francisco 
hearing  before  4:30  p.m.,  June  2, 1980. 

2.  Conduct  of  the  Hearings.  We 
reserve  the  right  to  select  the  persons  to 
be  heard  at  the  hearings,  to  schedule 
their  respective  presentations,  and  to 
establish  the  procedures  governing  the 
conduct  of  the  hearings.  The  length  of 
each  presentation  may  be  limited,  based 
on  the  number  of  persons  requesting  to 
be  heard. 

An  ERA  official  will  be  designated  to 
preside  at  each  of  the  hearings.  They 
will  not  be  judicial  or  evidentiary-type 
hearings.  Questions  may  be  adked  only 
by  those  conducting  the  hearing,  and 
there  will  be  no  cross-examination  of 
persons  presenting  statements.  At  the 
conclusion  of  all  initial  oral  statements, 
each  person  who  has  made  an  oral 
statement  will  be  given  the  opportunity 
to  make  a  rebuttal  statement.  The 
rebuttal  statement  will  be  given  in  the 
order  in  which  the  initial  statements 
were  made  and  will  be  subject  to  time 
limitations. 

You  may  submit  questions  to  be  asked 
of  any  person  making  a  statement  at  a 
hearing  to  the  address  indicated  above 
for  requests  to  speak  at  that  hearing 
before  4:30  p.m.  on  the  day  before  the 
hearing.  If  you  wish  to  ask  a  question  at 
a  hearing,  you  may  submit  the  question, 
in  writing,  to  the  presiding  officer.  The 
ERA  or,  if  the  question  is  submitted  at  a 
hearing,  the  presiding  officer  will 
determine  whether  the  question  is 
relevant,  and  whether  the  time 
limitations  permit  it  to  be  presented  for 
answer. 

Any  further  procedural  rules  needed 
for  the  proper  conduct  of  a  hearing  will 
be  announced  by  the  presiding  officer. 

Transcripts  of  the  hearings  will  be 
made  and  the  entire  record  of  each  of 
the  hearings,  including  the  tranicripts, 
will  be  retained  by  the  ERA  and  made 
available  for  inspection  at  the  DOE 
Freedom  of  Information  Office.  Room 
GA-152,  Forrestal  Building,  1000 
Independence  Avenue,  S.W., 

Washington,  D.C.  between  the  hours  of 
8:00  a.m.  and  4:30  p.m.,  Monday  through 


Friday.  You  may  purchase  a  copy  of  the 
transcript  of  a  hearing  ft'om  the  reporter. 

VI.  Procedural  Requirements 

A.  Section  404  of  the  DOE  Act 

Pursuant  to  the  requirements  of 
Section  404(a)  of  the  Department  of 
Energy  Organization  Act  (DOE  Act,  42 
U.S.C.  §  7101  et  seq..  Pub.  L  95-91,  as 
amended),  we  are  referring  this  rule  to 
the  Federal  Energy  Regulatory 
Commission  (FERC)  for  a  determination 
as  to  whether  the  proposed  rule  would 
significantly  affect  any  matter  within  the 
Commission’s  jurisdiction.  The 
Commission  has  until  the  close  of  the 
public  comment  period  to  make  that 
determination. 

B.  Section  7  of  the  PEA  Act 

Under  section  7(a)  of  the  Federal 
Energy  Administration  Act  of  1974  (15 
U.S.C.  §  787  et  seq.,  Pub.  L.  93-275,  as 
amended),  the  requirements  of  which 
remain  in  effect  under  section  501(a)  of 
the  DOE  Act.  the  delegate  of  the 
Secretary  of  Energy  shall,  before 
promulgating  proposed  rules, 
regulations,  or  policies  affecting  the 
quality  of  the  environment,  provide  a 
period  of  not  less  than  five  working  days 
during  which  the  Administrator  of  the 
Environmental  Protection  Agency  (EPA) 
may  provide  written  comments 
concerning  the  impact  of  such  rules, 
regulations,  or  policies  on  the  quality  of 
the  environment.  Such  comments  shall 
be  published  together  with  publication 
of  notice  of  the  proposed  action. 

A  copy  of  this  notice  was  sent  to  the 
EPA  Administrator.  On  February  1, 1980, 
the  EPA  Administrator  informed  the 
ERA  that  he  does  not  foresee  as  the 
result  of  the  implementation  of  today’s 
proposed  actions  an  imfavorable  impact 
on  the  quality  of  the  environment  as 
related  to  the  duties  and  responsibilities 
of  the  EPA. 

C.  National  Environmental  Policy  Act 

On  February  17, 1980,  the  Assistant 
Secretary  for  Environment  approved, 
after  consultation  with  the  Office  of 
General  Counsel,  the  ERA’S 
recommendation  that  today’s  proposals 
if  adopted  would  not  significantly  affect 
the  quality  of  the  human  environment 
within  the  meaning  of  the  National 
Environmental  Policy  Act  (NEPA.  42 
U.S.C.4321e/se<7.). 

D.  Executive  Order  121044 

Executive  Order  12044  (43  FR 12601, 
March  23, 1978)  requires  that  a 
regulatory  analysis  be  prepared  for  all 
significant  regulations  which  are  likely 
to  have  a  major  impact.  The  ERA  has 
prepared  a  regulatory  analysis  in 
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conjunction  with  the  proposals  set  forth 
in  this  notice. 

Copies  of  the  regulatory  analysis  are 
available  for  inspection  in  the  DOE 
Freedom  of  Information  Office,  Room 
GA-152,  Forrestal  Building,  1000 
Independence  Avenue,  S.W., 
Washington,  D.C.  between  the  hours  of 
8:00  a.m.  and  4:30  p.m.,  Monday  through 
Friday.  A  summary  of  the  ERA’s 
regulatory  analysis  follows. 

Summary  of  the  Regulatory  Analysis  of 
Proposed  Amendments  to  the  Supplier/ 
Pur^aser  Rule 

As  presently  structured,  the  supplier/ 
purchaser  rule  prevents  significant 
changes  in  the  distribution  of  price- 
controlled  domestic  crude  oil  from  the 
pattern  existing  prior  to  December  1, 
1973,  despite  major  changes  in  the 
volumes  and  areas  of  production  of 
domestically  produced  crude  oil  and  a 
significant  number  of  new  entrants  in 
both  the  marketing  and  small  refiner 
segments  of  the  industry.  As  a  result,  the 
rule  may  prevent  the  market  fi-om 
redirecting  reduced  domestic  crude  oil 
supplies  in  the  most  economically 
effective  manner.  Some  instances  where 
this  might  be  true  are  those  where  the 
rule  requires  a  small  refiner  to  sell  its 
production  to  other  refiners  or  resellers, 
or  where  it  prevents  a  small  refiner  from 
competing  for  volumes  of  crude  oil 
located  in  proximity  to  its  refinery.  In 
addition,  the  rule  may  hinder  market 
forces  in  the  disposition  of  crude  oil 
supplies  in  response  to  changing 
demand  for  particular  types  of  crude  oil. 

The  rule  originated  in  January  1974  in 
response  to  the  Arab  oil  embargo  and 
the  associated  price  increases  in  foreign 
oil.  Its  primary  purpose  was  to  maintain 
intact  die  existing  distribution  system 
for  domestic  crude  oil,  and  thereby  to 
assure  all  refiners,  especially  small  and 
independent  refiners,  continued  access 
to  price-controlled  domestic  crude  oil.  In 
addition,  by  stabilizing  the  national 
crude  oil  distribution  system,  the  rule 
laid  the  foimdation  for  further  allocation 
efforts  through  the  Buy /Sell  Program. 

In  general,  the  supplier/purchaser  rule 
originally  stated  that'all  supplier/ 
purchaser  relationships  in  effect  on 
December  1, 1973,  for  sales,  purchases, 
and  exchanges  of  domestic  crude  oil 
were  to  remain  in  effect  for  the  duration 
of  the  program.  Because  price  controls 
on  domestic  crude  oil  foreclosed  price 
competition  for  existing  supplies  of 
domestic  oil,  allocation  was  required  to 
stabilize  the  flow  of  crude  oil  as  much 
as  possible.  However,  because  of  the 
initiation  of  the  President's  program  to 
decontrol  crude  oil  prices,  allocation  is 
no  longer  required  with  respect  to  those 
volumes  of  crude  oil  being  removed 


from  price  controls.  As  phased  decontrol 
proceeds,  ever  greater  volumes  of  crude 
oil  will  be  subject  to  price  competition 
under  the  bona  fide  offer  provisions  of 
the  rule  and  thus  removed  from  a 
mandatory  supplier/purchaser 
relationship  for  all  intents  and  purposes. 
The  continuation  of  the  rule  in  its 
present  form  therefore  is  inconsistent 
with  the  Administration’s  policy  of 
moving  the'  petroleum  industry  to  a  fi'ee 
market  environment.  Three  of  the 
alternatives  for  amending  the  rule  being 
proposed  by  DOE  are  intended  to 
introduce  a  greater  degree  of  flexibility 
in  the  distribution  ahd  use  of  domestic 
crude  oil  supplies  and  thus  provide  a 
period  of  transition  for  the  industry 
during  which  suppliers  and  purchasers 
may  realign  their  relationships  over 
time,  prior  to  the  completion  of 
decontrol.  These  alternatives  include 
proposals  to  eliminate  the  rule  except  as 
it  applies  to  (1)  all  transactions  in  which 
the  idtimate  purchaser  is  a  small  refiner, 

(2)  only  transactions  involving  price- 
controlled  crude  oil  in  which  the 
ultimate  purchaser  is  a  small  refiner:  or 

(3)  all  transactions  involving  price- 
controlled  crude  oil.  A  final  alternative 
is  the  complete  recision  of  the  rule. 

The  regulatory  analysis  attempts  to 
examine  not  only  the  degree  of 
protection  afforded  various  refiners  by 
the  supplier/purchaser  rule,  but  also  Ae 
degree  to  which  the  rule  may  prevent 
the  market  from  redirecting  reduced 
domestic  crude  oil  supplies  in  the  most 
economically  effective  manner. 

The  effect  of  the  rule  is  examined  in 
quantitative  terms  by  displaying  and 
analyzing  data  on  crude  oil  receipts 
reported  for  entitlements  program 
purposes  as  well  as  data  on  first 
purchases  of  crude  oil.  These  factors  are 
compared  for  large  and  small  refiners 
and,  within  the  category  of  small 
refiners,  by  various  size  classes. 

Refiners  having  nms  of  less  than  100 
MB/D  are  shown  to  be  somewhat  more 
reliant,  in  percentage  terms,  on  domestic 
crude  oil  than  refiners  having  nms 
greater  than  100  MB/D.  During  the 
period  examined,  purchases  of  price- 
controlled  crude  oil  accounted  for 
between  42  and  47  percent  of  the  total 
receipts  of  refiners  under  100  MB/D.  In 
contrast,  refiners  larger  than  100  MB/D 
showed  receipts  of  price-controlled  oil 
between  32  and  35  percent  of  their  total 
receipts.  This  data  also  show  that 
refiners  with  runs  over  100  MB/D 
process  substantially  larger  volumes  of 
imported  oil  than  do  other  domestic 
refiners.  The  larger  refiners  show 
receipts  of  imported  oil  constituting 
between  46  and  55  percent  of  total 
receipts  compared  to  smaller  refiners’ 


receipts  of  28  to  38  percent  imported  oil. 
This  suggests  that  the  protection 
afforded  by  the  supplier/purchaser  rule 
may  be  relatively  more  important  for  the 
smaller  refiners. 

After  examining  the  number  of 
refiners  in  each  category  making 
purchases  of  lower  tier,  upper  tier,  and 
imported  crude  oil,  small  refiners  having 
runs  of  less  than  30  MB/D  are  also 
shown  to  be  more  dependent  on 
individual  sources  of  crude  oil,  rather 
than  on  a  variety  of  sources,  than 
refiners  with  nms  greater  than  30  MB/D. 

Sources  of  crude  oil  are  analyzed  by 
examining  first  purchaser  data  and 
comparing  those  data  with  refinery 
receipts  data  to  determine,  both 
absolutely  and  relatively,  the  degree  to 
which  various  categories  of  refiners  are 
dependent  for  crude  oil  supplies  on 
affiliated  firms,  independent  producers, 
government  production,  resellers,  small 
refiners,  and  large  refiners,  respectively. 
This  topic  is  explored  further  by  a 
distributional  analysis  of  net  first 
purchases  of  controlled  oil  to  ascertain 
the  degree  to  which  various  categories 
of  refiners  are  affected  by  the  net 
application  of  the  rule,  that  is,  by 
subtracting  first  sales  from  first 
purchases,  and  the  number  of  refiners  in 
each  category  whose  net  first  purchases 
of  price-controlled  oil  are  positive  or 
negative. 

The  two  alternatives  of  eliminating 
the  rule  except  as  it  applies  to  purchases 
of  domestic  crude  oil  by  small  refiners 
or,  alternatively,  except  as  it  applies  to 
purchases  of  price-controlled  oil  by 
small  refiners  are  analyzed  together 
because  of  the  inability  to  quantify  the 
effect  of  the  bona  fide  offer  rule  on 
market  tier  domestic  crude  oil  (The 
inability  to  quantify  this  factor,  and  the 
inability  to  determine  the  degree  to 
which  upper  tier  oil  may  be  free  of  the 
provisions  of  the  rule  because  of 
voluntary  waivers  of  the  rule  by 
purchasers,  are  the  two  primary 
shortcomings  in  the  quantitative 
analysis).  Tlie  approximate  number  of 
refiners  which  may  gain  or  lose  supplies 
from  either  of  these  alternatives  is 
estimated  by  modifying  the  assumptions 
in  the  distributional  analysis  outlined 
above.  In  a  separate  analysis  an 
estimate  is  made  of  the  volume  of  price- 
controlled  oil  that  might  be  lost  to 
current  purchasers  as  a  result  of  either 
of  these  alternatives.  On  the  basis  of 
April  1979  data,  the  analysis  indicates 
that  a  total  of  3,180  MB/D  of  lower  tier, 
upper  tier,  and  stripper  oil  would  have 
been  released  for  sale  to  other 
purchasers  under  these  alternatives. 

The  alternative  of  complete 
elimination  of  the  rule  except  as  it 
applies  to  all  relationships  for  price- 
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contolled  oil  for  all  refiners  is  analyzed 
by  examining  the  volume  of  price- 
controlled  oil  that  will  be  released  to 
market  levels  as  a  result  of  the 
President’s  crude  oil  decontrol  program. 

Finally,  the  alternative  of  complete 
recision  of  the  rule  is  examined  by 
recalculation  of  the  distributional 
analysis  without  the  prior  assumption 
that  certain  volumes  will  be  frozen.  The 
number  of  refiners  in  each  size  category 
which  are  likely  to  experience  losses  of 
crude  oil  are  estimated. 

The  draft  analysis  is  summarized  by 
stating  that  only  general  indicators, 
rather  than  deHnite  answers,  are  yielded 
from  the  analysis  and  that  the 
alternatives  will  have  to  be  further 
analyzed  through  public  comment. 
However,  we  conclude  that  within 
various  categories  of  reHner  size, 
individual  refiners’  circumstances  differ 
widely  and  that  generalities  about 
impacts  on  different  refiner  groups  are 
difficult  to  derive  with  respect  to  the 
proposed  alternative  amendments. 

In  evaluating  the  potential  impact  of 
the  various  alternatives  on  the 
competitive  viability  of  various 
segments  of  the  industry,  we  have 
tentatively  concluded  that  none  of  the 
proposed  alternatives  could  be  expected 
to  alter  significantly  the  relative 
competitive  position  of  most  refiners 
over  100  MB/D.  This  size  group  of 
refiners  is  already  relatively  less 
dependent  on  price-controlled  crude  oil 
and  has  access  to  larger  shares  of 
imported  crude  than  do  smaller  reHners. 
We  do  not  believe  that  any  of  the 
alternatives  proposed  would 
significantly  alter  this  situation. 

With  respect  to  refiners  with  runs 
under  100  MB/D,  the  only  alternative 
which  would  significantly  change  their 
current  level  of  protection  is  the 
alternative  of  complete  recision  of  the 
rule.  While  this  would  certainly  remove 
immediately  the  preferential  access  of 
this  group  to  price-controlled  crude  oil,  it 
only  does  so  somewhat  more  quickly 
than  would  otherwise  occur  under 
phased  decontrol.  Because  of  the 
existence  of  the  bona  fide  offer 
provision,  all  volumes  of  crude  oil 
transferred  from  price-controlled  to 
price-decontrolled  status  will  be  subject 
to  competitive  bidding  even  imder  a 
continued  supplier/purchaser  freeze  for 
small  refiners.  Therefore,  the  value  of 
the  continued  existence  of  the  rule  for 
small  refiners  may  lie  almost  entirely  in 
its  application  to  price-controlled  oil. 

The  recision  of  the  rule,  therefore,  would 
have  the  effect  of  accelerating  the 
process  by  which  phased  deregulaton  is 
already  rapidly  diminishing  the 
protection  now  afforded  by  the  rule  with 
respect  to  declining  amounts  of  price- 


controlled  oil.  IThe  potential  impacts  of 
accelerating  this  process  are  not 
possible  to  quantify  in  terms  of  changes 
in  small  refiners’  relative  competitive 
positions,  but  those  impacts 
nevertheless  will  be  increasingly  felt  in 
coming  months  even  if  the  supplier/ 
purchaser  rule  is  not  eliminated  in  its 
entirety. 

(Emergency  Petroleum  Allocation  Act  of  1973, 
15  U.S.C.  §  751  et  seq..  Pub.  L  93-159,  as 
amended.  Pub.  L  93-^11,  Pub.  L  94-99,  Pub. 

L.  94-133,  Pub.  L  94-163,  and  Pub.  L  94-385; 
Federal  Energy  Administration  Act  of  1974, 

15  U.S.C.  S  787  etseq..  Pub.  L  93-275,  as 
amended.  Pub.  L.  94-332,  Pub.  L  94-385,  Pub. 
L.  95-70,  and  Pub.  L.  95-91;  Energy  Policy  and 
Conservation  Act,  42  U.S.C.  §  6201  et  seq.. 
Pub.  L  94-163,  as  amended.  Pub.  L  94-385, 
and  Pub.  L.  95-70,  Pub.  L  95-619,  and  Pub.  L. 
96-30;  Department  of  Energy  Organization 
Act,  42  U.S.C.  §  7101  etseq..  Pub.  L  95-91, 
Pub.  L.  95-509,  Pub.  L.  95-619,  Pub.  L.  95-620, 
and  Pub.  L.  95-621;  E.0. 11790,  39  FR  23185; 
E.0. 12009,  42  FR  46267) 

In  consideration  of  the  foregoing.  Part 
211  of  Chapter  II,  Title  10  of  the  Code  of 
Federal  Regulations,  is  proposed  to  be 
amended  as  set  forth  below. 

Issued  in  Washington,  D.C.,  April  28, 1980. 
Hazel  R.  Rollins, 

Administrator,  Exonomic  Regulatory 
Administration. 

1.  Section  211.63  is  revised  to  read  as 
follows: 

§  21 1.63  Domestic  crude  oil  supplier/ 
purchaser  relationship. 

(a)  Scope.  This  section  provides  for 
the  allocation  to  each  small  refiner  of 
lower  tier  crude  oil,  upper  tier  crude  oil, 
and  crude  oil  not  subject  to  a  ceiling 
price  under  Part  212  of  this  Chapter  in 
volumes  in  any  month  not  to  exceed  the 
volume  of  crude  oil  purchased  by  that 
small  refiner  in  January  1980  pursuant  to 
the  provisions  of  this  section  in  effect  in 
January  1980. 

(b)  General  rule.  (1)  Any  supplier/ 
purchaser  relationship  in  effect  under  a 
contract  for  sale,  purchase  or  exchange 
of  crude  oil  in  January  1980  shall  remain 
in  effect  for  the  duration  of  this  program 
if  the  supplier  has  been  designated  by 
the  purchaser  to  supply  crude  oil 
pursuant  to  paragraph  (e)  of  this  section; 
provided,  that  any  such  supplier/ 
purchaser  relationship  to  which  this 
section  is  applicable  may  be  terminated 
as  provided  in  paragraph  (d)  of  this 
section. 

(2)  The  provisions  of  this  paragraph 
(b)  shall  not  (i)  operate  to  validate  any 
supplier /purchaser  relationship  in  effect 
during  January  1980  where  the  purchaser 
of  the  crude  oil  involved  was  not  the 
lawful  purchaser  thereof  under  the 
provisions  of  this  section  as  in  effect  at 
any  time  prior  to  February  1980,  or  (ii) 


impair  any  purchaser’s  rights  under  this 
section  as  in  effect  prior  to  October 
1980,  including  a  purchaser’s  right  to 
continue  to  receive  the  volumes  of  crude 
oil  flowing  to  it  on  December  1, 1973  or 
such  later  date  at  which  its  supplier/ 
purchaser  relationship  was  established 
under  this  section  as  in  effect  prior  to 
October  1980. 

(c)  Supply  obligations  and  purchase 
rights.  (1  j  A  producer  of  crude  oil 
subject  to  paragraph  (b)(1)  of  this 
section  shall  supply  in  each  month  to 
each  January  1980  purchaser  volumes  of 
lower  tier  crude  oil,  upper  tier  crude  oil 
and  price-decontrolled  crude  oil  equal  to 
those  volumes  of  such  crude  oil  with 
respect  to  which  the  producer  has  been 
designated  by  that  purchaser  pursuant 
to  paragraph  (e)  of  this  section. 

(2)  Where  the  volume  of  lower  tier 
crude  oil,  upper  tier  crude  oil,  or  price- 
decontrolled  crude  oil  produced  by  a 
property  in  a  given  month  is  below  the 
total  volume  of  such  crude  oil 
designated  with  respect  to  that  property 
pursuant  to  paragraph  (e)  of  this  section, 
the  supply  obligations  of  a  producer 
under  this  section  shall  be  reduced  for 
that  month  on  a  prorata  basis,  based  on 
the  respective  volumes  of  such  crude  oil 
thus  designated  by  each  purchaser. 

(3)  In  any  month  that  the  volume  of 
lower  tier  crude  oil  or  upper  tier  crude 
oil  produced  from  a  property  is  less  than 
the  total  volume  of  crude  oil  of  that  tier 
designated  with  respect  to  that  property 
by  all  purchasers  designating  pursuant 
to  paragraph  (e)  of  this  section,  the 
producer  shall  prorate  any  volume  of 
price-decontrolled  crude  oil  produced 
from  that  property  in  that  month,  which 
is  in  excess  of  the  total  volume  of  price- 
decontrolled  crude  oil  designated  with 
respect  to  that  property  by  all 
purchasers  pursuant  to  paragraph  (e)  of 
this  section,  between  such  purchasers 
on  the  basis  of  each  such  purchaser’s 
percentage  share  of  total  designated 
volumes  of  lower  tier  crude  oil  or  upper 
tier  crude  oil,  as  appropriate.  Provided, 
however,  that  the  total  volume  of  crude 
oil  to  which  a  designating  purchaser  is 
entitled  in  any  month  with  respect  to  a 
particular  property  shall  not  exceed  the 
total  volume  of  crude  oil  purchased  by 
that  designating  purchaser  in  January 
1980  from  that  property  pursuant  to  the 
provisions  of  this  section  in  effect  in 
January  1980. 

(4)  In  the  event  that  a  property  which 
produces  crude  oil  subject  to  this  section 
is  transferred  to  a  new  owner,  the 
obligation  to  supply  designating 
purchasers  of  that  property’s  crude  oil 
production  shall  attach  to  the  new 
owner  and  new  supplier/purchaser 
relationships  subject  to  this  section  shall 
be  established  on  that  basis. 
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(5)  In  each  month  a  resell  jr  of  crude 
oil  subject  to  paragraph  (b)(1)  of  this 
section  shall  supply  to  each  January 
1980  purchaser  designating  pursuant  to 
paragraph  (e)  of  this  section  those 
volumes  of  lower  tier  crude  oil,  upper 
tier  crude  oil,  and  price-decontrolled 
crude  oil  thus  designated  by  that 
purchaser.  Provided,  however,  in  the 
event  that  in  any  month  the  total  volume 
of  lower  tier  crude  oil,  upper  tier  crude 
oil,  or  price-decontrolled  crude  oil 
supplied  to  a  reseller  pursuant  to  this 
section  is  less  than  the  total  volume  of 
crude  oil  of  that  regulatory  tier 
designated  to  that  reseller  by  all 
purchasers  pursuant  to  paragraph  (e)  of 
this  section,  the  reseller  supply 
obligations  with  respect  to  diat 
regulatory  tier  shall  be  reduced  for  that 
month  on  a  prorata  basis,  based  on  the 
respective  volumes  of  crude  oil  of  that 
regulatory  tier  designated  by  each 
purchaser  pursuant  to  paragraph  (e)  of 
this  section. 

(6)  In  any  month  that  the  volume  of 
lower  tier  crude  oil  or  upper  tier  crude 
oil  supplied  to  a  reseller  pursuant  to  this 
section  is  less  than  the  total  volume  of 
crude  oil  of  that  tier  designated  to  that 
reseller  by  all  purchasers  designating 
pursuant  to  paragraph  (e)  of  this  section, 
the  reseller  shall  prorate  any  volume  of 
price-decontrolled  crude  oil  required  to 
be  supplied  pursuant  to  this  section  to 
that  reseller  in  that  month  which  is  in 
excess  of  the  total  volume  of  price- 
decontrolled  crude  oil  designated  by  ail 
purchasers  pursuant  to  paragraph  (e)  of 
this  section.  The  reseller  shall  prorate 
such  excess  volumes  of  price- 
decontrolled  crude  oil  on  the  basis  of 
each  such  purchaser’s  percentage  share 
of  total  designated  volumes  of  lower  tier 
crude  oil  or  upper  tier  crude  oil,  as 
appropriate. 

(7)  In  the  event  that  the  business  of  a 
purchaser  who  has  made  a  designation 
pursuant  to  paragraph  (e)  of  this  section 
is  transferred  to  a  new  owner,  the  rights 
to  purchase  crude  oil  so  designated  shall 
be  transferred  for  purposes  of  this 
section  to  the  new  owner,  and  new 
supplier/purchaser  relationship  subject 
to  this  section  shall  be  established  on 
that  basis. 

(8)  In  the  event  new  supply 
relationships  are  created  in  accordance 
with  the  provisions  of  paragraphs 
(d)(l)(iii)  or  (d)(l)(v)  of  this  section,  such 
relationships  shall  be  considered  for 
purposes  of  this  section  as  having  been 
in  effect  in  January  1980. 

(d)  Termination  of  supplier/purchaser 
relationships.  (1)  Any  supplier/ 
purchaser  relationship  established 
under  paragraph  (b)  of  this  section  may 
be  terminated  as  follows: 


(i)  at  the  option  of  a  small  refiner  with 
respect  to  any  crude  oil  which  the  small 
refiner  would  otherwise  be  required  to 
supply  to  any  purchaser  by  reason  of 
paragraph  (b)  of  this  section; 

(ii)  at  the  option  of  the  purchaser,  as 
evidenced  by  its  written  consent  given 
to  its  supplier  at  the  time  of  termination, 
provided  all  subsequent  purchasers  of 
the  crude  oil  involved  have  also 
consented  to  such  termination  in 
writing; 

(iii)  by  a  producer  with  respect  to  any 
crude  oil  not  subject  to  a  ceiling  price 
under  Part  212  of  this  chapter;  provided 
that  such  production  is  upon  termination 
immediately  sold  or  sold  for  resale  to 
another  small  refiner  and  continuously 
thereafter  supplied  to  that  small  refiner 
purchaser;  and 

(iv)  by  a  producer  (as  defined  in  Part 
212  of  this  chapter),  if  the  present 
purchaser  as  to  any  crude  oil  subject  to 
a  supplier/purchaser  relationship 
refuses,  within  a  fifteen  day  period  after 
receipt  of  written  notice  from  the 
producer  as  to  the  terms  of  that  offer 
and  the  name  of  the  offeror,  to  meet  any 
bona  fide  written  offer  made  by  another 
purchaser  to  purchase  all  such  crude  oil 
with  respect  to  which  the  bona  fide  offer 
is  made  for  a  minimum  period  of  ninety 
days  and  at  a  lawful  price  above  the 
price  paid  by  the  present  pmchaser. 

(v)  by  agreement  between  a  supplier 
and  any  subsequent  purchaser  that  the 
supplier  will  directly  or  by  means  of  a 
substituted  reseller  supply  to  the 
subsequent  purchaser  those  volumes  of 
crude  oil  to  which  subsequent  purchaser 
would  be  entitled  to  receive  by  reason 
of  the  supplier’s  supply  obligations 
pursuant  to  paragraph  (b)  of  this  section, 
provided  that  the  supplier  and 
subsequent  purchaser  obtain  the 
consent  of  the  small  refiner  ultimately 
entitled  to  receive  the  crude  oil 
concerned  pursuant  to  this  section. 

(2)  Nothing  in  this  paragraph  (d)  shall 
be  construed  as  authorizing  a  producer 
to  terminate  a  supplier/pmchaser 
relationship  in  breach  of  a  contract  or 
agreement  it  may  have  with  another 
firm. 

(3)  A  copy  of  any  document  required 
to  be  prepared  under  this  paragraph  of 
this  section  prior  to  terminating  a 
supplier/purchaser  relationship  shall  be 
sent  by  the  preparer  of  the  document  to 
the  Branch  of  Crude  Oil  Production, 
Office  of  Petroleum  Operations, 
Washington,  D.C.  20461. 

(e)(1)  By  August  15, 1980,  each  small 
refiner  shall  certify  to  each  of  its 
January  1980  suppliers  those  volumes  of 
lower  tier  crude  oil,  upper  tier  crude  oil 
and  price-decontrolled  crude  oil  which  it 
received  from  that  supplier  in  January 
1980  and  may  designate  that  supplier  to 


supply  such  volumes  pmsuant  to 
paragraph  (b)  of  this  section. 

(2)  By  the  fifth  day  after  a  reseller 
receives  a  certification  pursuant  to 
paragraph  (e)(1)  of  this  section,  the 
reseller  shall  certify  to  one  or  more  of  its 
January  1980  suppliers  those  voliunes  of 
lower  tier  crude  oil,  upper  tier  crude  oil, 
and  price-decontrolled  oil  that  it  is 
designating  that  supplier  to  supply  in 
order  to  meet  its  obligations  on  behalf  of 
a  small  refiner. 

(3)  Within  five  days  of  receiving  a 
certification  pursuant  to  paragraph  (e)(2) 
of  this  section  or  this  paragraph  (e)(3),  a 
reseller  shall  certify  to  one  or  more  of  its 
January  1980  suppliers  those  volumes  of 
lower  tier  crude  oil,  upper  tier  crude  oil, 
and  price-decontrolled  crude  oil  that  it 
is  designating  that  supplier  to  supply  in 
order  to  meet  its  obligations  arising  from 
certifications  of  crude  oil  volumes  to 
that  reseller. 

(4)  Notwithstanding  paragraphs  (e)(2) 
and  (e)(3)  of  this  section,  a  reseller  may 
not  certify  to  a  particular  supplier  a 
volume  of  lower  tier  crude  oil,  upper  tier 
crude  oil,  or  price-decontrolled  crude  oil 
greater  than  that  volume  of  such  crude 
oil  supplied  by  that  supplier  to  that 
reseller  in  January  1980  pursuant  to  the 
provisions  of  this  section  then  in  effect. 

(5)  Any  certification  required  pursuant 
to  paragraph  (e)(2)  or  (e)(3)  of  this 
section  shall  set  forth  the  names  and 
addresses  of  any  firms  which  shall  be 
subsequent  purchasers  of  the  crude  oil 
being  certified. 

(6)  Any  supplier  other  than  a  producer 
that  receives  a  certification  pursuant  to 
paragraph  (e)(2)  or  (e)(3)  of  this  section 
shall  inform  the  small  refiner  which 
shall  be  the  ultimate  purchaser  of  the 
crude  oil  concerned  as  to  the  supplier’s 
receipt  of  such  certification  within  5 
days  of  such  receipt. 

(7)  Any  producer  that  receives  a 
certification  pursuant  to  paragraph  (e)(2) 
or  (e)(3)  of  this  section  shall  inform  ERA 
and  each  firm  that  shall  be  a  subsequent 
purchaser  of  the  crude  oil  being  certified 
as  to  the  names  and  addresses  of  all 
other  firms  which  shall  be  subsequent 
purchasers. 

[FR  Doc.  8&-1374S  Filed  &-2-80;  8:45  am) 
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Comments  on  this  program  are  still  invited.  the  Federal  Register,  National  Archives  and 

Comments  should  be  submitted  to  the  Records  Service,  General  Services  Administration, 

Day-of-the-Week  Program  Coordinator.  Office  of  Washington,  D.C.  20408 
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List  of  Public  Laws 

Last  Listing  April  29, 1980 

This  is  a  continuing  listing  of  public  bills  from  the  current  session  of 
Congress  which  have  become  Federal  laws.  The  text  of  laws  is  not 
published  in  the  Federal  Register  but  may  be  ordered  in  individual 
pamphlet  form  (referred  to  as  "slip  laws”)  from  the  Superintendent 
of  Documents,  U.S.  Government  (Minting  Office,  Washington,  D.C. 
20402  (telephone  202-275-3030). 

H.R.  7140  /  Pub.  L  96-239  To  amend  title  IV  of  the  Employee 

Retirement  Income  Security  Act  of  1974  to  postpone  for  two 
months  the  date  on  which  the  Pension  Benefit  Guaranty 
Corporation  must  pay  benefits  under  terminated 
multiemployer  plans.  (Apr.  30, 1980;  94  Stat.  341)  $1.00. 

Rules  Going  Into  Effect  Today 

ENDANGERED  SPECIES  COMMITTEE 
23354  4-4-80  /  Final  provisions  for  Endangered  Species  Review 

Board  and  Endangered  Species  Review  Committee 
FEDERAL  COMMUNICATIONS  COMMISSION 

21637  4-2-80  /  FM  broadcast  stations  in  Coffeyville,  Kans.  and 
Nowata,  Okla.;  changes  made  in  table  of  assignments 

21638  4-2-80  /  FM  broadcast  station  in  Freeport,  Tex.;  changes 
in  table  of  assignments 

21636  4-2-80  /  FM  broadcast  stations  in  Poplar  Bluff  and  Thayer, 

Mo.;  changes  made  in  table  of  assignments 
HEALTH,  EDUCATION,  AND  WELFARE  DEPARTMENT 
Food  and  Drug  Administration — 

2290  1  4-4-80  /  Addition  of  two  products  to  list  of  products 

containing  a  chlorothiorocarbon  for  an  essential  use 
22914  4-4-80  /  Affirmation  of  GRAS  status  for  ethyl  formate, 

formic  acid,  and  sodium  formate  as  direct  and  indirect 
human  food  ingredients 

22921  4-4-80  /  Changes  in  pyrogen  test  for  certain  penicillin 

drugs 

Health  Care  Financing  Administration — 

22933  4-4-80  /  Medicare  provides  agreements  policies 

JUSTICE  DEPARTMENT 
Prisons  Bureau — 

23364  4-4-80  /  Control,  custody,  care,  treatment,  and  instruction 

of  inmates 

TRANSPORTATION  DEPARTMENT 

Federal  Highway  Administration — 

22402  4-3-80  /  Hours  of  service  of  drivers;  100-mile  exemption 

for  drivers'  logs 


THE  FEDERAL  REGISTER:  WHAT  IT  IS 
AND  HOW  TO  USE  IT 


FOR:  Any  person  who  uses  the  Federal  Register  and 

Code  of  Federal  Regulations. 

WHO:  The  Office  of  the  Federal  Register, 

WHAT:  Free  public  briefings  (approximately  2Vt  hours) 
to  present: 

1.  The  regulatory  process,  with  a  focus  on  the 
Federal  Register  system  and  the  public's  role 
in  the  development  of  regulations. 

2.  The  relationship  between  Federal  Register 
and  the  Code  of  Federal  Regulations. 

3.  The  important  elements  of  typical  Federal 
Register  documents. 

4.  An  introduction  to  the  finding  aids  of  the 
FR/CFR  system. 

WHY:  To  provide  the  public  with  access  to 

information  necessary  to  research  Federal 
agency  regulations  which  directly  affect 
them,  as  part  of  the  General  Services 
Administration's  efforts  to  encourage  public 
participation  in  Government  actions.  There 
will  be  no  discussion  of  specific  agency 
regulations. 

WASHINGTON,  D.C. 

WHEN:  May  30;  June  13  and  27;  July  11  and  25;  at  9  a.m. 
(identical  sessions). 

WHERE:  Office  of  the  Federal  Register,  Room  9409, 

1100  L  Street  NW.,  Washington,  D.C. 
RESERVATIONS:  Call  Mike  Smith,  Workshop 
Coordinator,  202-523-5235. 

Gwendolyn  Henderson,  Assistant 
Coordinator,  202-523-5234. 

NEW  ORLEANS,  LA. 

WHEN:  May  8  and  9;  at  9  a.m.  (identical  sessions.) 
WHERE:  Room  125,  Hale  Boggs  Federal  Bldg. 

(identical  sessions.) 

500  Camp  Street,  New  Orleans,  La. 
RESERVATIONS:  Call  Mary  Malouse,  504-589-6601. 
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SALT  LAKE  CITY,  UTAH 

WHEN:  May  19  and  20;  at  9  a.m.  (identical  sessions.) 
WHERE:  Room  3421,  Federal  Bldg.,  125  S.  State  St., 

Salt  Lake  City,  Utah. 

RESERVATIONS:  Call  Helen  Ferderber,  Salt  Lake  City, 
Federal  Information  Center, 
801-524-5353. 

SEATTLE,  WASH. 

WHEN:  May  23;  9  a.m. 

WHERE:  North  Auditorium,  Federal  Bldg.,  915  2nd 
Avenue,  Seattle,  Wash. 

RESERVATIONS:  Call  the  Seattle  Federal  Information 
Center,  206-442-0570. 

CHICAGO,  ILL. 

WHEN:  May  28  and  29;  at  9  a.m.  (identical  sessions.) 
WHERE:  Room  204A,  Dirksen  Federal  Bldg.,  Chicago,  Ill. 
RESERVATIONS:  Call  Ardean  Merrifield,  312-353-0339. 

ST.  LOUIS,  MO. 

WHEN:  June  24  and  25;  at  9:00  a.m.  (identical  sessions.) 
WHERE:  Room  3720,  Federal  Office  Bldg.  1520  Market 
Street,  St.  Louis,  Mo. 

RESERVATIONS:  Call  Evelyn  Wiebusch,  Federal 

Information  Center,  314-425-4106. 

PITTSBURGH,  PA. 

WHEN:  June  4  at  1:30  p.m.  and  June  5  at  9  a.m. 

(identical  sessions.) 

WHERE:  Rooms  2212  and  2214  (both  days),  Federal  Bldg., 
1000  Liberty  Ave.,  Pittsburgh,  Pa. 
RESERVATIONS:  Call  Mary  Silipo,  Pittsburgh  Federal 
Information  Center,  412-644-3456. 


Just  Released 


CODE  OF  FEDERAL  REGULATIONS 


(Revised  as  of  January  1,  1980) 


Quantity  Volume 

Price  Amount 

Titlp  7— Agririiltiiro 

$8.50  $ 

(Parts  0  to  52) 

Title  7— Agriculture 

7.00 

(Parts  1060  to  1119) 

Total  Order  $. 


[A  Cumulative  checklist  ofCFR  issuances  for  1980  appears  in  the  back  of  the 
first  issue  of  the  Federal  Register  each  month  in  the  Reader  Aids  section.  In 
addition,  a  checklist  of  current  CFR  volumes,  comprising  a  complete  CFR 
set,  appears  each  month  in  the  LSA  (List  of  CFR  Sections  AffectedJ.l 


PLEASE  DO  NOT  DETACH 


MAIL  ORDER  FORM  To: 

Superintendent  of  Documents,  Government  Printing  Office,  Washington,  D.C.  20402 


Enclosed  find  $ . . .  (check  or  money  order)  or  charge  to  my  Deposit  Account  No. 

Please  send  me . copies  of: 


P1.EASE  FILL  IN  MAILING  LABEL 
BELOW 


Name 

Street  address 


City  and  State _ ..... _ _ _ _ _ ZIP  Code 


FOR  USE  OF  SUPT.OOCS. 

_ Enclosed _ 

To  be  mailed 

_ later _ 

- Subscription _ ...... 

Refund _ _ _ 

Postage _ _ _ 

Foreign  handling _ _ 


FOR  PROMPT  SHIPMENT,  PLEASE  PRINT  OR  TYPE  ADDRESS  ON  LABEL  BELOW.  INCLUDING  YOUR  ZIP  CODE 


SUPERINTENDENT  OF  DOCUMENTS 
U.S.  GOVERNMENT  PRINTING  OFFICE 
WASHINGTON,  D.C.  20102 

OFFICIAL  BUSINESS 


POSTAGE  AND  FEES  PAID 
U.S.  GOVERNMENT  PRINTING  OFFICE 

375 

SPECIAL  FOURTH-CLASS  RATE 
BOOK 


Name _ ... 

Street  address 


City  and  State 


ZIP  Code... 


